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COMMENT. 


The Abolition of Legtslative Assemblies: Dangers in the Fel- 
lowship System. 

| AWTHORNE once said that if an Englishman were 
to know every American and like him personally, he 

vould still cling tenaciously to the belief that Americans in 
veneral were bad. Just the opposite of this sort of preju- 
lice is seen in the attitude of the public mind toward legis- 
lative assemblies. People who see that every individual 
egislature does its work badly still hold to the tradition 
that legislative assemblies in general are a good thing. 
Most men are ready to condemn the work of boards of 
aldermen and to urge putting an increase of power into the 
hands of the mayor, but they accompany this proposal with 
the statement that a municipality is not like a State or a 
nation. Large numbers of peop’ ‘istrust State legislatures 
so much that they strive to tie the hands of those legislatures 
by constitutions, and insist on a popular vote on all matters 
i vital importance. But they claim in each case to be dis- 

trusting the individual legislature rather than the system of 
representative government asa whole. Almost everybody, 
irrespective of party, is ready to join in unmeasured abuse 
ot Congress, both for what it does and for what it fails to do; 
but everybody recoils from the proposal to seriously restrict 
the powers of a national legislature. The voters express 
their condemnation by sweeping changes in the personnel of 
Congress at each recurring election; but they cling tena- 
ciously, in the face of all experience, to the hope that change 
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of men and change of parties will effect a reform which 
really requires change of principle. 

What has given legislative assemblies, elected under the 
system of representative government, such prestige that 
people who condemn their actions fail to condemn the sys- 
tem which bears fruit in such action wherever tried? The 
answer is to be found chiefly in the history of the English 
Parliament. For centuries this body proved an invaluable 
bulwark against monarchy. The struggle of the people to 
oppose tyranny was carried on by representative bodies of 
this kind. The stronger such bodies were, the less was thi 
chance for the monarchy to stifle the liberties of the people. 
Representative governments in general, and the English 
Parliament in particular, checked this process of monarchical| 
encroachment by keeping the people informed of what was 
going on. Inthe long struggle between Charles I. and his 
people, the actual power of Parliament at first was not very 
great. What parliamentary opposition accomplished prior 
to 1640 was to compel the king to make his encroachments 
known and obvious to every one, and thereby to arouse the 
people to unity of action, which would have been impossi- 
ble had they not known exactly what was going on. 

This function of parliamentary bodies has been rendered 
unnecessary by the development of modern journalism. 
Newspapers keep people far better informed of what is 
going on than the best constituted representative body ever 
could or did. There is no chance for a sovereign to con- 
spire against the liberties of the people, when the press will 
throw more publicity on his action in a day than a parlia- 
ment ora congress could in a year. The newspapers have 
done away with the possibility of sudden constitutional 
changes. Where the press is not powerfu! enough to 
prevent a coup d'état, a legislative assembly is even more 
conspicuously powerless. The history of France has more 
than once illustrated the truth of this statement. 

In spite of the development of the newspaper, legislative 
bodies still maintain a semblance of their old-time use. We 
still have congressional debates carried on at considerable 
length; but these debates do not as a rule serve to inform 
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the people of what is going on. A member may send his 
speeches post-free to his constituents, but these constituents 
have already made up their minds on the basis of what the 

urnalist has told them days before. Talking for buncombe 


has become a by-word. Occasionally we find a debate 


where the speakers rise to a high oratorical level, and do 
something to educate the people, if not to turn votes from 
ne side to the other; but these are rare exceptions. With 
the adoption of rules for closure, our legislative assemblies 
in both sides of the water have virtually confessed that 
their usefulness as a means of public information is at an 
end, and that the pretext of giving such information is now 
made a means for abuse and delay. 

Even with closure, a legislature as at present constituted 
is about as bad a means of getting laws made as could possi- 
bly be devised. We all know Macaulay’s aphorism, that 
armies have won victories under bad generals, but no army 
ever won a victory under a debating society. In parliamen- 
tary government we are trying to solve complicated prob- 
lems of legislation under a debating society. What wonder 
if we make a lamentable failure? If we set to work to 
choose the worst possible methods of getting laws made, we 
might easily select the present system as giving the maxi- 
mum of irresponsibility. The bulk of the work is necessarily 
done in committee, and most details have to be settled by a 
committee. These committees are not held directly respon- 
sible by the people or under any immediate control from 
popular election. They are usually appointed by a speaker, 
who himself owes his election, not to popular vote, but to 
the vote of the representatives themselves. To the work of 
these committees very inadequate publicity is often given. 
To add to their irresponsibility we may have differing 
reports from committees of two houses. A compromise will 
result which may contain all the bad features of both bills, 
and in such a compromise each house can disclaim responsi- 
bility for the general evil because it opposed certain specific 
provisions which were insisted on by the other. Either 
house has the power to block the wheels of good legislation 
and to use this power as a means of blackmail for extorting 
concessions that are distinctly bad for the public interest. 
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Besides the evil effects of legislation, the system of goy- 
ernment by debating society gives almost indefinite oppor- 
tunity for corruption. It creates a body of office-holders 
who are not themselves engaged in administrative business 
and who cannot, therefore, be held responsible for the ey 
conduct of such business. These office-holders have it at 
the same time in their power to use their position to hamper 
the administrators very severely, unless these men will con- 
sent to a levy of blackmail. The tenure-of-office bill and 
other means of civil service reform have been direct: 
against this evil, but we know how inadequate they are to 
cope with it. 

But many persons will say, admitting the badness of 
representative government for its purposes, is it not a neces- 
sary evil? Admitting that the legislature gives us much bad 
and little good legislation, how can we get the little whic! 
is imperatively needed except through the agency of a legis- 
lature? The answer is, first, that effective legislation is so 
closely connected with efficient public sentiment, that when 
the latter is once aroused the courts can usually give effect 
to the popular voice without new statutes. Where, how- 
ever, judicial process is insufficient and statutory amend- 
ment necessary, it is by no means impossible to submit such 
amendments directly to the will of the people. This is 
what is done in the adoption of State constitutions, and 
what must be done in order to amend that very large part 
of our statute law which is incorporated in such constitu- 
tions. It is what is done in those countries where thi 
referendum is an established institution. If the draft of the 
law, instead of being presented to the state or country by 
more or less irresponsible committee, were framed by 
responsible man or body of men under the direction of th 
chief executive, and submitted to the people for acceptanc 
or rejection, we should not only get better laws, but w 
should get them more promptly passed. If the executive 
were to appoint committees of experts to draft bills, and the 
bills thus drafted were acted on directly, the executive 
would be responsible for their success or failure if they were 
carried ; the people would be responsible for the old state o! 
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things if they were not carried. This might not be an ideal 
system, but it would have great advantages over the one at 
resent in use. 

' The greatest obstacle to the proposed change perhaps 
lies, not in any difficulties attendant upon putting it in prac- 
tice, but upon the initial difficulty of getting any representa- 
tive body to place so low a value upon its abilities, either as 
a means of public information or as a creator of statutes, that 
it would consent to the constitutional steps necessary for put- 
ting such a change into effect. 


The present generation has witnessed a large development 
of the graduate fellowship system. Thirty years ago a man 
who wished to devote himself to pure science had to take 
his chances of self-support from the very beginning. The 
struggles of first-rate men to keep body and soul together 
under such circumstances aroused well-deserved sympathy. 
Every year an increasingly large amount of funds has been 
placed at the disposal of prominent universities, to be 
awarded to graduate students in the form of fellowships. As 
matters stand at present, there is quite an active competi- 
tion between different universities in bestowing such fellow- 
ships on really promising men. A man who will devote him- 
self to science or scholarship, and who has shown any marked 
ability in this direction, is certain to find the way made easy 
for him at the outset. To most people this will seem an 
unmixed good; but those who look more carefully into the 
history of higher education may well ask whether we are 
working from the rightend. May it not be that the money 
which is thus put into fellowships would be far more usefully 
applied if it went to increase the pecuniary rewards offered 
to scientific men at the close of a successful career, instead 
of at the beginning of a problematical one ? 

Even in so honorable a profession as theology, this system 
has not been without its dangers. Assistance which was 
originally intended to meet the wants of the self-denying 
devotee, has proved an attraction to many a man who has no 
conspicuous bent toward any profession, and who finds the 
way into the Christian ministry made easy for him. The 
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result is that a large number of people enter our seminaries 
with only a vague inclination and an uncertain fitness for the 
work involved. If by premiums offered at the outset so many 
are induced to embark in a career that the market becomes 
crowded with second-rate men and that the emoluments con 
nected with it are reduced, these things cannot help react- 
ing unfavorably on the influence of the profession and the 
character of the men who will go into it in the future. 

Any one who looks at the roll of graduate students in ow 
American universities during recent years will see reason t 
fear that, though their number has increased, their averag: 
quality has not correspondingly advanced and has perhaps 
actually declined. The proportion of second-rate men who 
are devoting themselves to scholastic research has in it very 
great dangers, direct and indirect, for the future of learning 
inthe United States. What we need is not more help to 
larger number of men at the beginning of their career, but 
more competition for the services of first-rate men at the end 
of their career. <A large reward at the end, to be striven for, 
with its chances of success or failure, will attract first-rate 
men; an assured and small return at the beginning involves 
a risk of bringing us far too many second-rate ones. 

Look at the difference between the university history oi 
England and Germany. In England learning has been 
encouraged by munificent fellowships. The endowments o! 
Oxford and Cambridge are unequaled throughout the world. 
Yet on the basis of this endowment, the performance of th 
graduates of those universities has been miserably inade- 
quate. In Germany, on the other hand, there is probably 
far less money expended, but it has been spent in keen com- 
petition for services of able men. At the outset, a German 
specialist has to take his chances. He is given the right to 
teach and let others see what he can do. If he is successful 
in teaching, his services are sought elsewhere. As a man 
becomes more and more advanced in his profession, the 
rivalry of different universities for his services increases. 
The result is that productive energy is stimulated to the 
utmost, and that the university career in Germany attracts 
on the whole a larger part of the influential men in the 


| 

an 


1895 | Comment. 127 


community and in the world than does the same career in 
England. 

There is danger that our American universities at their 
formative period may be for the moment turning too much 
toward the English idea of endowed scholarship, and away 


from the German idea of keen competition, in performance 
and for performance, which has made German university 
work so effective. In America more than anywhere else we 
may be sure that the best men are not to be attracted into 
any profession by lightening its conditions of competition, 
but by intensifying them. We are strongest as a nation, not 
where the work is easiest, but where the reward is greatest 
and the compulsion to hard work correspondingly great. 
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FOREIGN EXCHANGES AND MOVEMENT OF 
GOLD 1894-1895. 


N examination of foreign exchange rates for a series of 
years will show a periodicity in the variations, with 
answering movements of gold. Properly speaking, the im- 
port and export of gold have been free only since 1879, as a 
fluctuating premium on the metal prior to resumption was a 
disturbing factor. Resumption came at a time when a 


series of deficient crops in Europe had created an unusually 


heavy demand for American breadstuffs, and this food was 
paid for in gold. In no two years before or since have the 
imports of gold been so large as they were in 1880 and 1881, 
when the net imports were $77,119,371 and $97,466,127 re- 
spectively; and in no two years were the total exports of 
gold so small, $3,639,025 in 1880, and $2,565,132 in 188r. 
Such an unusual situation should be thrown out in mak- 
ing a general average as readily as that due to suspended 
specie payments; and the regular fluctuations of exchange 
did not begin till 1882. Some reaction from these heavy 
imports of gold was inevitable ; and for two years the inflow 
of gold was only $9,000,000 greater than the outflow. The 
imports of 1885 almost exactly balanced the exports of 1884. 
It is, therefore, with 1886 that a consideration of the notable 
variations in movement against the United States may be 
studied in detail. 

Beginning with 1886, it will be seen from the diagram, as 
a rule, the rate of exchange between New York and London 
has been above par in the summer months—May, June, and 
July,—and below par towards the end of the year,—Novem- 
ber and December—or January of the succeeding year. 
Gold was exported in the summer, and imported in the 
winter. In 1890 there were signs of irregularity in this 
course; and in no year since have the rates of exchange 
resumed an even tenor. Further, the rate has been more 
uniformly against the United States, and given occasion to 
quite as exceptionally heavy an export of gold as were the 
imports of 1880 and 1881. The movement since 1886 has 
been as follows: 
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GOLD COIN AND BULLION 


IMPORTS AND EXPORTS. 


in -xcess Excess of 

; imports. exports. 

Do s Dollars. Dollars Dollars 

1887 .----- 9,701,187 33,209,414 
1888 18,376,234 25,558,083 
1890 ....-- 17,274,491 12,943,342 | 
86,362,654 18,232,567 | 68,130,087 
50,195,327 49,099,454 495,873 |--------------- 
76,978,061 72,449,119 ‘ 
66,131,183 35,120,331 31,010,852 


This export has not been due to causes as easily explained 
as were the imports of 1880-81, and it has led to a crisis 
which must go into history as one of the important turning 
points in the financial experience of the United States. 
Some study of these causes, however imperfect, may lead to 
a better understanding of what is needed to prevent a 
recurrence. 

The twelve months ending June 30th, 1895, have presented 
financial features of so unusual a nature as to approach the 
sensational. Twice in that time has the national govern- 
ment been brought to a crisis in the management of its 
finances, and twice have the great money centres been on 
the verge of a panic, by the side of which that of 1873 would 
have seemed insignificant. The consequences of 1873 were 
normal, temporary, and only demanded a few years of 
caution and saving to cure and make good the loss. The 
consequences of a precipitate realization of a silver basis for 
all transactions would have approached permanency, and 
required an incalculable amount of economy and _ intense 
suffering to have restored reasonable prosperity. At one 
time it was a question of twenty-four hours whether an 
extreme panic or confidence should prevail; and so close 
was the call that weeks were required to wipe away the 
feeling of uncertainty induced by being suddenly brought 
face to face with a great peril. Yet the events of 1895 had 
been predicted for nearly twenty-five years, and prudent 
managers had sought to discount the effects as best they 
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could, while the larger number, hoping the crisis was 
distant, looked at the contingency in a speculative view, 
and counted upon their own escape when it should come. 
We might date the beginning of this depressing influence 
with the panic of 1873; for it was to the conditions then 
emphasized that the country owes the periodic recurrences 
of currency agitation and experiment. First, the greenback 
craze had to be met and voted down. Success in this was 
immediately followed by the inauguration of a policy which 
was intended to be a concession to the cheap money advo- 
cates—the limited purchase and coinage of silver. It re- 
juired all of fifteen years to demonstrate the danger of that 
compromise. It has been a long and slow process of 
currency depletion since the passage of the act of 1878, in 
which the volume of the currency has been greatly increased 
and its quality continually brought near the line of debase. 
ment. Such a situation in itself had led to a feeling of 
uncertainty, and the growing unrest was aggravated by the 
pressure of “bad times.” The failure of the Barings, the 
commercial and industrial depression, the Australian bank- 
ing crisis, and the currency ‘‘panic” of 1893 in the United 
States, each contributed to induce caution and enforce con- 
traction in every direction. 

In 1894-"95 public attention was fixed upon the movement 
in the gold held by the national treasury, as this gold was 
an obvious and measurable factor in determining the status 
of that important but imponderable element, “confidence.” 
This stock of gold had slowly accumulated in anticipation o 
and subsequent to resumption from $128,460,203 (June, 1878 
to $332,351,306 in September, 1888—the highest figures ever 
touched. Since that time the drain of gold from the Treas- 
ury began, at first slow and somewhat uncertain, but after the 
silver law of 1890, it increased in volume and certainty. In 
October, 1890, the total stock had fallen below $300,000,00 
in May, 1893, below $200,000,000, and for the first time since 
the resumption of specie payments the reserve of $100,000,000, 
held against the greenback circulation, was impaired. From 
January, 1892, to June, 1893, there was a steady export 0! 


gold in excess of imports. In the fiscal year 1893 (July 1st, 
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1892—June 30th, 1893) this excess was $87,506,463, a sum suffi- 
cient to account for the Treasury loss, and also sufficient 
to prove that any demand for export eventually fell almost 
entirely upon the Treasury holdings. The crisis of 1893 
came, and gold was imported, not in obedience to natural 
conditions but under “panic’’ demands, because it was 
needed at any price, and was bought or borrowed as a 
commodity rather than in settlement of any commercial 
exchanges. For ten months the “balance”’ of gold was 
thus held in favor of the United States, but a sharp reaction 
occurred in May, 1894, and from that time the amount 
exported has greatly exceeded the amount imported. 

At the end of April, 1894, the Treasury held no more free 
vold than was needed to constitute the reserve—$100,202,008, 
a margin so narrow as to leave nothing to meet the expected, 
because natural, exports of gold of the summer. For nearly 
seven months the rate of exchange on London, the most 
sensitive gauge of financial condition, had been rising, and in 
that time had fully recovered from that extreme plunge 
taken by reason of the crisis of June, 1893. Slowly but 
surely the rates had risen from an importing point to one 
that permitted exports of gold, and in April the outward 
flow was initiated in earnest, but not in such a volume as 
to awaken anxiety. An export of $11,700,000 had been 
equalled and exceeded in previous years, and the summer 
movement .was inevitable. The trade figures did not 
appear to demand a large export, for the value of exports 
of merchandise since June, 1893, had exceeded the value of 
imports by nearly $240,000,000. In May nearly a million 
dollars of gold was sent abroad each day, but even this 
unusually large amount created no more than a passing 
apprehension, mitigated by a hope of a turn in the flow, and 
not until the movement of June became felt was the money 
market disturbed. The end of May left the Treasury re- 
serve at $78,700,000; the end of June at $64,873,000; but 
neither amount reflected the total gold withdrawn from the 
Treasury. What added to the dangerous possibilities of the 
situation, the rate of exchange on London ruled high. 
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The conditions at home thus suddenly pointed to an 
untimely and extraordinary demand for gold for export. 
Abroad there were certain elements to be considered as 
exerting an influence in attracting gold, but these should 
have been of little weight. The leading money markets 
were stagnant, and in a chronic state of over-supply. The 
Bank of England held its rate of discount at two per cent. 
unchanged since February ; yet, in spite of this low rate, gold 
continued to flow into its coffers until September, when the 
holdings had risen to the “ unprecedented”’ total of nearly 
£ 39,000,000, and the reserve was 431,300,000, or higher than 
ever before. Such a “glut” was succeeded by a drain of the 
metal to the interior and to the Continent, and in three 
months—from the end of September to January, 1895, the 
bank lost more than 46,540,000. As soon as the regular 
interior movement had ceased, and the Continental demand 
was satisfied, the accumulation recommenced, and by June, 
1895, had more than regained the figures of June, 1894. 

In France the policy of accumulating gold has gone on 
apace through two years, and more than 250,000,000 francs 
were added to the holding of the Bank of France. This 
accumulation is all the more remarkable in that it implies 
sacrifice on the part of the bank. 

“The task of accumulating a large war reserve of gold 
which the Bank has voluntarily undertaken, and which has 
been facilitated by the favourable London Exchange, entails 
a heavy burden on the Bank in payment of a duty on the 
note circulation representing the gold reserve. With a note 
issue of 3,476,000,000 francs to-day, the active circulation or 
portion producing a profit—discounts and loans on securities 
—was only 700,000,000. The Bank is not permitted to 
compound for the tax on the note issue, but pays one- 
half per thousand on the active or profit-giving circulation 
and one-fifth per thousand on the rest. The Bank conse- 
quently derives no benefit from the surplus cash, and has to 
bear the cost of finding the notes as well as to pay duty on 
them, and this burden goes on increasing with the increas¢ 
in the gold hoarded.”’ 


' Economist, 8 December, 1894. 
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Another circumstance worthy of notice is the situation in 
Germany. If any money market has in the past been 
infected with political principles it was the German Bourse 
in the eighties. When Russia wished to add to her debt, it 
was through German agents her bonds were floated, to be 
held, as a rule, in German hands. In 1887, Bismarck issued 
his remarkable order practically forbidding the negotiation 
of Russian securities on the German markets—an interfer- 
ence based entirely on political reasons, and entirely indefen- 
sible upon economic or financial grounds. This measure 
was followed by duties on and legislative control of bourse 
operations which were not onerous in themselves, but acted 
as restrictions on speculative sales and purchases, such as 
arbitrage transactions, of high utility in any market. <A very 
large share of ordinary business was by this regulation 
lriven to other markets—Brussels, London, and Paris— 
where the same restrictions did not exist. Further, the pro- 
hibition of business for political reasons led to heavy invest- 
ments of German capital in other and less desirable lines of 
securities—Argentine, Brazilian, Greek, Portuguese and 
even Mexican stocks. The same result followed as had fol- 
lowed the ventures of English capitalists in such risks, and 
Prof. Schmoller places the losses to German investors in 
recent years at 800,000,000 marks (§$190,400,000.) As it is, 
the yearly returns to Germany from foreign investments 
are estimated to be between 500 and 600 millions of marks, 
na capital of from ro to 13 milliard of marks. 

In the face of such losses there has been as marked accu- 
mulation of gold in the Bank of Germany as in the Bank of 
France, and Germany has received more American gold 
than either France or the United Kingdom since June, 1893. 
In two years the gold in the Bank has fluctuated in amount, 
falling to the lowest point in October, 1893 ($179,997,200) and 
rising to $267,000,000 in February, 1895. The gain has been 
$89,000,000, of which $65,000,000 net was obtained from the 
United States—an unusually heavy movement. From 1880 
to 1888 the movement of gold was from Germany to the 
United States, resulting in a net gain to the United States of 
$69,000,000 in gold; but since 1889 the flow has been from 
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the United States to Germany, and has given $103,000,000 
to that country alone—or what was needed to meet the 


demands of its bank. It will be seen from a table appended 
that Germany was the most important receiver of the gold 


that was taken from the Treasury in the Summer of 1894. 
Nor did this satisfy her needs. In 1894 further sums of gold 


were imported, $24,728,000 from Russia, $19,682,000 from the 


United Kingdom, and $6,420,000 from France. The aggre- 
gate for 1894 was more than double that for 1893, and against 
‘ the $78,000,000 imported were set only $12,700,000 of export. 
For some years a number of nations have been looking for 
gold, with which to replace an irredeemable paper currency, 
or, what was an equally disturbing commercial factor, a 
depreciating silver coinage. This has in part been the 
‘‘scramble” for gold which is so often mentioned as an 
extreme danger. When the United States resumed specie 
payments in 1879, hardly a ripple of movement was occa- 
sioned, and that had been the experience at the end of pre- 
vious suspensions—as in 1817. When Italy and Austria 
/ determined—the one to throw off a paper money and the 
other to adopt a gold standard, a commercial transaction in 

gold occurred. Agreements were made with syndicates of 

bankers to supply a certain quantity of gold. This metal was 

moved, not in accordance with a true or natural condition of 
! exchanges which demanded such a movement, but in obedi- 
ence to an artificial need. Nothing but gold would suffice ; 

bonds, bills, notes or merchandise would not settle the 

demand. The middle of 1894 found Austria still in the 

market for gold, although the imports had been heavy since 

1890. The Austro-Hungarian bank had more than doubled 

its store of gold in 1892, and in December of that year 

touched the highest point—$58,828,300. Between that date 
Dl and May, 1894, the gold was reduced to $50,000,000. 
Upwards of 76,000,000 florins in gold were required, and 

accordingly an agreement was made with the Rothschild 

syndicate. Whether such a demand could make itself appre- 

ciably felt in the United States, can hardly be proved ; but it 

must have had an indirect influence, and it is in the United 
States that gold has been most readily obtained. The accu- 
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mulations in Russia have also been drawn upon by other 
nations, but show no such diminution as has fallen upon the 
United States. 

Throughout Europe, on this showing, there was only one 
immediate demand for gold, and that was so small in amount 
as to have exerted no lasting if even a temporary pressure 
on the market. The exports from the United States ina 
single month would have met and satisfied it. The leading 
free market for gold in the world is London, and thither 
flow each week the supplies from Africa, Australia, Egypt 
and Continental Europe, and thence are sent supplies to South 
America, the East and the Cape, where gold is used in 
balances. The influx or efflux of gold in the Bank of Eng- 
land is the best gauge of the demand for or supply of available 
gold. The movement for the year has been ;— 


IN. OUT. BALANCE. 

1894. July—September....-..---- £2,105,000 £1,172,000 +£ 933,000 
October—December 585,000 4,626,000 — 4,038,000 

1895. January—March 2,411,000 1,123,000 + 1,288,000 
March—June 604,000 + 2,389,000 


8,097,000 7,525,000 572,000 


This does not give the true effect upon the bank, for there 
isa large internal movement to be considered. The par of 
exchange between London and Paris is 25.22%; with 
Germany 20.43, and with the United States 4.867. <A frac- 
tion above these rates will bring gold to London, and a 
variation on the other side will take gold from London. In 
the six months July to December, 1894, the exchange in 
London on Berlin and Paris ruled low, and gold went to 
these centers; in the succeeding six months the rates ruled 
high, beginning with the month of February, 1895. The 
course of exchange with the United States can best be studied 
from the rates in New York on London. Before passing to 
this, attention may be called to the distribution of gold in the 
leading state banks in Europe, of especial interest as showing 
the remarkable accumulations. 
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BANK. JUNE, 1894. JANUARY, 1895. JUNE, 1895. 
Dollars. Dollars. Dollars. 

Bank of England ...........-..| 180,3§5,361 161,037,736 180,166,960 
Bank of France --.-.. ammenaeha 346,421, 803 402,795,339 398,795,076 
Austro-Hungarian ...........<.- 50,134,683 74,228,725 98,424,963 
Imperial German 227,606, 205 249,369,193 261,457,579 
National, Belgium 22,454,031 26,074,707 21,310,404 
Netherlands Bank 21,967,381 19,903,985 20,891,885 
Ruse 294,421,500 300,539,600 302,409,000 


| have now shown that throughout Europe there was no 
condition calling for gold in such quantities as could exert 
pressure on the market and so act upon the exchanges ; and 
further that gold was accumulating in European centers ata 
rate almost unequalled in the past, and apparently in defiance 
of a trade demand. No country has experienced trouble in 
securing gold, and even Chili, asserting its wish to take 
advantage of existing conditions to adopt a gold standard, 
offers a gold loan of about $10,000,000, which is subscribed 
many times over. Only in the United States were to be met 
stress and anxiety, and most doleful predictions for the future. 
All this points to some local causes requiring a special 
remedy. 

In any year the United States are indebted to Europe fora 
large sum that has been variously estimated from $100,000,0 
to $350,000,000. This item is made up of freights, money 

rae oy by tourists, interest on foreign capital invested here, 
etc. Exactly what the amount is can hardly be determined, 
and many of the estimates are so loosely constructed as to 
merit no confidence in their accuracy. A recent and very 
intelligently framed estimate places this sum at $145,700,000, 
and, on the evidence submitted, it is impossible not to believe 
it is the nearest approach yet made to solve the question. 
To pay this debt, commodities must be exported, or American 
securities given in settlement, or gold. With the great 
advantages offered in this country for investment of capital, 
it is not strange to find us indebted each year in a large sum 
to foreigners, or to find certain American securities obtain- 
ing a ready market in foreign money centers. Until 1892 it 
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was generally believed this aggregate of American securities 
in foreign hands was each year largely increasing, and after 
the costly experience English and German investors (and 
they only have ventured largely in American stocks and 
bonds) had had in South American and Eastern paper, it 
was natural for them to take their capital where the cer- 
tainty of some return was greater. Towards the end of 1892, 
through 1893 and during the first half of 1894, large amounts 
of these securities were thrown back upon us, leading to 
depressed markets, a crisis, and a heavy indebtedness to 
Europe. The extent of the movement can not be measured, 
as there is no system by which this silent import and export 
of securities can be ascertained. To the usual debt due to 
Europe in 1893, was suddenly added a very large sum, sup- 
posed to be between $200,000,000 and $300,000,000, due for 
securities returned. This doubtless contributed to the 
exports of gold in 1893, but it could not have been of lasting 
influence ; as confidence was soon in a measure restored, and 
American paper became once more acceptable in the 
European markets. 

Coming ina period of unrest, such a demand added greatly 
to the anxieties and general distrust. As the crisis for which 
the beginnings were laid in 1878 was known to be impending, 
the foreigner would take no chances, but demanded gold ; 
while the shrewd and far-sighted business man in the United 
States also recognized the danger of the situation, and 
looked to gold for safety. A double movement ensued. 
Gold was required on the one hand for export, and on the 
other for banking reserves and even personal hoarding. The 
banks, free and natural commercial agents, had the power to 
obtain the metal and to keep it; but the Treasury, under its 
load of paper obligations, could neither easily obtain the 
metal, nor could it retain what it did get in the face of a 
rising demand. Any holder of a legal tender note or of a 
Treasury note of 18go (issued, be it remembered, for the pur- 
chase of silver bullion) could demand gold for it over the 
Treasury counter. These notes were collected in great 
quantities to be presented for “ redemption ”’ in a crisis. 
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The Treasury gold was thus the only stock which could 
be easily obtained for export or any other purpose. I have 
already pointed out the condition of this gold in June, 1894, 
and it only remains to follow the movement through the 
succeeding twelve months. The fluctuations in the stock 
speak more plainly of what was impending than can any 


words. 


GOLD IN THE TREASURY. 


Gold cer- 
_Total gold in tificates in Gold certifi- Net gold in 
THS Treasury, coin Treasury cates in Treasury, coin 
and bullion, cash. circulation, and bullion, 


120,922,836.41 103,470 65,947,229 54,975,007.41 
120,885,869.49 34,730 15,668,969 55,216,900.49 
September ........ 123,665,756.92 55,260 64,799,439 58,875,317.92 
125,613,895.73 56,280 64,252,069 61 361, $26.73 
November ...-...-.- 164,350,468.01 751,370 58,925,899 105,424,569.01 
December .......- 139,000,354.05 58,960 53,351,909 86,244,445.05 
97,353,770.27 337,060 52,647,809 44,705,967.27 
138,593,280.14 80,100 51,507,769 87,085,511.14 
139,486,496.08 84,660 48,843,189 90,463,307.08 
139,998,153.35 63,640 8,751,009 Q1,247,144.35 
147,690,977.53 102,390 48,539,569 99,151,408.53 
155,893,931.46 88,390 48,381,569 107,512,362.46 


Under a heavy demand and rapidly diminishing reserve 
the Treasury had no recourse but replenish its gold by a sale 
of bonds. It could only use the power conferred by an act 
passed nearly twenty years before—the act of January 14, 
1875, when conditions were entirely different. Further, this 
act was a “resumption” measure, and the description of 
bonds was fixed in 1870—a quarter of a century ago, when 
~ interest-bearing debt was $2,046,455,722, of which 
$1,765,317,422 were paying six per cent, and all but $60,000,000 
of what remained was at five per cent. Under this some- 
what antiquated law the Secretary could sell at not less than 
par, for coin, a five per cent. bond, to run ten years; a four 
and a half per cent. bond, to run fifteen years; or a four per 
cent. bond the life of which was thirty years. For obvious 
reasons the short term bond promised the best results, and in 
February, 1894, the Treasury gold was replenished by a sale 
of $50,000,000 in five per cent. bonds, at such a price as to 
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make them yield to the investor three per cent, and thus 
netted to the government $58,661,000. The reserve now 
stood at $106,527,068 (February), and at once began to flow 
out, as was to be expected inthe spring. Instead of keeping 
within moderate bounds, however, the outflow grew rapidly, 
until in June every benefit of the loan had been lost, and the 
demand was still unsatisfied. Through July the drain con- 
tinued, and on August 7th the Treasury could show only 
$52,189,500 asa gold reserve. Fortunately a short spell of 
rest ensued, during which some gold was obtained from the 
banks in exchange for notes (the money needed to move the 
crops creating some demand for the more convenient paper), 
and other gold was received in payment of dues, so that in 
October the reserve had reached $61,361,826. The future 
was unpromising, and it was only wisdom to repeat the loan 
of February. In November, 1894, $50,000,000 of five per cent, 
bonds were offered, bid for three times over, and the price 
taken yielded $58,538,500 to the Treasury. 

The subsequent events were dramatic. In November, the 
gold reserve stood at $105,424,569; in February, 1895, less 
than two months later, it had fallen to $44,705,967. <A verit- 
able run on the stock had ensued, and less than half of what 
was taken was for export. The rising tide of an extreme 
silver agitation, and a remembrance of the very recent proof 
of want of confidence in the ability of government to protect 
its reserve, gave occasion toa belief that the crisisso long 
anticipated was at hand. Evidently it was useless to repeat 
the experiences of the February and November loans, neces- 
sary and judicious as these measures had been. It was 
doubtful if, in the conditions then existing, a further bond 
sale could be negotiated except at great disadvantage to the 
government. Certainly, there was no assurance that the gold 
would remain inthe Treasury. Every circumstance pointed 
to the contrary. The export movement was heavy at the 
very time an import was to be looked for; exchanges were 
ruling against the United States, and in no two months had 
such heavy demands for gold been made on the Treasury. 
All this indicated an actual “ panic,” and every dollar of gold 
taken from the Treasury aggravated the crisis, and produced 
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a‘ moral” effect that was harmful toa degree. Congress 
was appealed to and the crisis fully explained, but refused 
to give any assistance ; and the Treasury, struggling against 
a deficit, and apparently weakened beyond repair, was left 
to its own resources. In the darkest days of the civil war, 
credit of the nation never received such a blow as 


the 
threatened it in the first week of February, 1895. 

A remarkable transaction, unequalled in my _ belief 
On February 8th an 


financial history, was entered upon. 
agreement was concluded with a syndicate by which 3,5 


ounces of gold were to be purchased by an issue of $62,- 


OO 


317,500 in “coin” bonds. As an ounce of gold was value 


under this arrangement at $17.80%, while the true value was 


$18.60'%, the difference represented the premium paid 
the four per cent. bond, making the price of the bond 104.4 
f $63,- 


For the $62,317,500 bonds issued gold to the value o 
At least one-half of the gold was t 
be brought in from abroad, and the government reserv: 


the right to substitute a three per cent. gold bond for th 


117,500 was obtained. 


) 


four-thirties—an operation which would save $16,174,77 

interest. But the issue of athree per cent. bond required 
the authority of Congress; and as that body, with a wisdom 
that needs no characterization, refused to give the authority 
The original agreement 


the substitution could not be made. 
therefore remained unchanged, and its merits must be deter 
mined and measured by the effects it produced upon th 
Treasury reserve and upon the public mind. 

It may be stated at the outset that the task undertake: 
by the syndicate had more factors opposed to its success 
than were in its favor. The experiment was a novel on 
and not since 1860 had any studied attempt been made t 
regulate foreign exchanges in such a manner as to prevent a 
movement of gold in itself natural and to all appearances 
inevitable. The getting of the gold was a simple business 
transaction; but the retention of it in the Treasury was a 
complex and tentative performance, having important politi- 
cal as well as economic features. The summer months 
would naturally call for an export of gold, as in many years 
past; and it was assured this export must fall upon the 
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Treasury holding. The excited condition of money circles, 
kept alive by the sudden disappearance of the proceeds of 
he bond sale of November, and made even more sensitive 
and fearsome by the attitude of Congress, was the greatest 
\bstacle to success, for it had found expression in the rapid 
presentation of notes in unprecedented quantities for redemp- 
tion in gold. It was necessary to allay the panic already in 
sight, and to so play upon exchanges as to render an export 
ff gold unnecessary or of small amount. The Treasury 
was powerless to do either. The announcement of a sound 
financial policy was insufficient in the want of authority to act 
up toit. To urge such a policy upon Congress, only to be 
met with a flat refusal, was not calculated to restore confi- 
lence, for the deed impressed the people more than the will. 
As a department, the Treasury can act only with the law, 
and nothing was more clearly proven than the ineffhcacy of 
existing legislation to afford even a partial relief. 

To call in such assistance as best promised to give relief 
was good policy, and has been justified by the results. 
What these results are may be summarized .as follows: 
restoration of confidence, the Treasury reserve intact, and 
no exports of gold in spite of exchange rates that would 
permit them. On the first, there is little need of proof, as it 
is apparent on all sides. Of the second, the following table 
(p. 142) showing the “ redemptions”’ for gold is conclusive, 
and proves the immediate effect produced by the February, 
1895, negotiations. Let the summer months of 1895 be set 
against the summer months of 1894, and the altered situation 
become at once apparent. 

Finally, as to the rate of exchange; although it has ruled 
high, little gold has gone out of the country. The markets 
have been well supplied with bills by the syndicate, when- 
ever the export of gold was imminent, and the success 
attained in thus manipulating or regulating the exchanges 
points to a source of power hitherto regarded as among the 
impossibilities. In April, May, and June, 1894, the United 
States lost $45,000,000 of gold; in the corresponding months 


of 1895, the country gained $7,242,963. Before February the 


tendency of gold was from London to the Continent; and 
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REDEMPTIONS IN GOLD. 


} United States Treasury Notes Total. Exports « 
Notes of 18 


January -.:.- $ 118,841 $ 237,515 $ 356,356 $ 1,279,437 

February .-.-- 10,982,624 8,210,730 19,193,354 3,209,317 

March -. 2,266,426 1,194,766 3,461,192 4,020,633 

Ap! eee 6,072,042 1,594,085 7,666,127 11,723,771 

25,131,412 1,409,670 26,541,082 27,406,801 
June asain 20,708,492 1,461,401 22,169,893 23,280,22 

5,279,837 14,108,167 79,388,004 70,920,17 


3,367,864 555.511 13,923,375 14,230,201 

ae 4,209,853 531,560 4,741,413 5,118,051 

: September ....- 636,031 300,487 936,518 237,477 
October 2,542,719 505,171 3,047,890 1,082,814 

November ..... 7,085,133 714,614 7,799,747 428,21 
December --_.-. 30,819,622 1,087,599 31,907,221 9,802,389 

6 months 58,661,222 3,694,942 62,356,164 30,899,74: 


1895 


43,415,283 1,702,455 45,117,738 26,929,828 

February ...--- 4,784,907 776,045 5,560,952 1,565,194 

ee 809,495 279,590 1,089,085 3,126,094 

April Borer 733.525 284,046 1,017,571 2,893,61 

May 734,747 431,725 1,166,472 1,585,071 

June 644,021 401,345 1,045,966 131,641 
6 months 51,122,578 3,875,206 54,997,784 3 


to London from the United States; after that month the 
current was changed, the gold tended towards London from 
j’ the Continent; but not from the United States. Was it 
more than a mere coincidence, and is it not reasonable to 

believe that the operations of the syndicate influenced the 

exchanges among the nations of Europe by its control o! 

exchange in the United States? In the first six months o! 

) 1895 exchange on London has been more in favor of that 

' center and against the United States than it had been in the 
hm corresponding months of 1894; yet there have been the 
small exports of $75,000 in 1895 to London in the three 


. | months of March, Apriland May, 1895, against $13,737,500 
in the same months of 1894. Not a dollar of gold is recorded 
; in these months of 1895 as going to France and Germany; 


but in 1894 France received $14,200,000, and Germany §$26,- 
600,000. Certainly such comparisons vindicate the policy 
of the government, prove the success of the syndicate, and, 


' Prepared by Hon. D. N. Morgan, United States Treasurer. 
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when carefully studied, convey some idea of the novelty and 
magnitude of the experiment. The profits of the syndicate 
must be measured by the risks it assumed. Few were so 
bold in February to predict a successful issue; there should 
be few in July to carp at the agreement, or to cry out that 
any sum was too great to pay for the maintenance of national 
faith and the restoration of confidence. 


LONDON EXCHANGE ON NEW YORK. 
January-June, 1895-1894. 
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EXCHANGE AT NEW YorRK, AND NET MOVEMENT OF GOLD, JANUARY, 1894 
JUNE, 1895. 


GERMAN\ 


Exchange on and ey 
Frankfort, 


1.84 4.85 $338,547 5.20 @5.19% - 943 @ 94% +$ 88,2 
y 4.8514 @ 4.86 202,522 5.1934 §5.183f +$1,165,527 94% 95 I144,7 

187% @ — 1,147,000 5.17% @5.16% — 863,585 95% @ 954% + Ig 
37 2 @ 4.55 3,146,195 5.1714 @ 5.16% 5,103,539 95% @ 9536 + 2,2 

05.10% (@ 5.164% — 296,496 9434 @ 94% —I1,48 

5.16% @5§.164%— §,065,595 9538 95% I 5 

0 5.17% 5.16% — 4,781,732 9538 @ 95 49 

35.17% @5.16% 3,485,000 953% @ 95% I.1 
5.1934 @ 5.1834 — 6400095 @9g95% —— 

6 5.1936 @ 5.183 5,790 9534 @ 95% 7 

1A 73,300 5.17% @5.16% 77,000 95;'5 @ 95% 
15,080 5.1676 @ 5.164% |— 7,283,000 9556 @ 953% — 2,25 


1595 
January 4.8814 @ —— — 7,776.146 5.16% @ 5.16% |—10,504,563 9575 @ 95% — 5 
February 4.88 (@) 4.89 + 4,554,588 5.16144 @5.155¢|/— 35895% @ 95% + 
March 4.88 4.88% + 3,128,974 5.1742 @5.1 
April 4.881% @ 4.89% + 898,300 5.167 
May 4.8814 @ 4.89 2,957,337 5- 
June 4.81 5 5. 


Rate 


for “Pr 


of exchange is that for the first Friday of the month. The quotation on L 


ime bankers Sterling bills.” 


So far as the Treasury is in question, the problem has 
been solved only for a time, and it must again come up for 
a determination. The fear of silver excess is removed by 
the repeal of the purchase acts and by the waning of the 
silver movement. Agitation there will always be, at home 
and abroad, until some international agreement either 
‘makes a place’”’ for silver on some basis, or proves the 
impossibility of any general experiment in favor of that 
metal. One great source of anxiety has thus been set aside, 
and need not again be introduced, unless either party again 
‘compromises’ with silver. There remain other factors 
of mischief. So long as the business of issuing a credit 
paper circulation is performed by the government, and this 
has become by act of Congress and by decision of the 
Supreme Court a recognized part of the financial system, 
so long musta reserve be kept against that issue. It must 
further be a reserve far larger than any ordinary banking 
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concern carries, and even were it three times the present 
amount, it would still be too small for reasonable safety. 
Ricardo believed he had devised a circulation which would 
need only five per cent. in specie to preserve its credit and 
redeemability. The national banks are required by law to 
maintain a “‘reserve’’ equal to 25 per cent of their liabilities ; 
but the Treasury finds one of nearly 29 per cent. unsatistfac- 
tory. In ordinary times the limit of Ricardo would be 
sufficient, for specie enters into the settlement of balances 
to an even less proportion than in his day; so the waste of 
keeping 29 per cent. is great, and, as it is now kept, consti- 
tutes a demand for gold by the side of which the demands 
of Europe are small and easily satisfied. 

The amount of gold in the country was estimated to be 
on July 1, 1894, $627,293,201, of which $131,316,471 were in 
the Treasury; $190,635,167 in the National banks, and 
$305,341,563 in the private banks and in the hands of indi- 
viduals. The banks may command what gold they wish, as 
they are free to so discount as to bring gold to them when 
needed. A private individual is also free to buy or sell 
gold according to his need, and it is safe to say his needs 
will not be large save ina period of uncertainty. But the 
Treasury has not this command over its gold; it is obliged 
to “redeem” on call its notes, and this process is anything 
but redemption. A demand note is paid in gold, and, 
instead of being cancelled as paid, retains its full quality as a 
demand note, and as such again enters into circulation to be 
again “redeemed” for gold. <A legal tender or a Treasury 
note of 1890 is considered to be as good as gold, and is so 
just as far as the Treasury has gold to meet it. They are 
held by the banks as reserve, and, when a demand for gold 
arises, they are presented at the Treasury counters, as the 
experience of the last two years proves: the legal tender 
and Treasury note are thus a standing charge against the 
gold reserve. Both forms should be retired. 

But if these government issues are to be continued, the 
Treasury should have ample power to maintain a reserve 
ior redeeming them. No government is safe unless it has 
at command a revenue equal to the necessary and ordinary 
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expenditures, and as a corollary, a revenue that is suffi- 
ciently elastic to expand to meet an extraordinary demand, 
or to contract so as to take only what is needed from tax. 
payers. To leave it exposed to a condition approaching 
destitution, and to so jealously guard its borrowing power 
as to allow only a disadvantageous and usurious loan ina 
time of want, are surely outcomes of an inexperienced and 
shortsighted policy. Such had been the national revenues 
that “deficit” legislation has been an almost unknown 
element, and what laws were on the statute books had been 
framed to meet such conditions as resumption of specie pay- 
ments, refunding of the debt, and paper certificates issued 
on specie reserves. After years of an overflowing Treasury, 
a deficit was created, almost intentionally it might seem, by 
destruction of revenue, and a reckless increase of expendi- 
ture. | have shown how the Treasury was obliged to have 
recourse to a bond issue framed in 1870; and the gold pur. 
chased in February, 1895, was under the authority of a law 
enacted in 1862, a year when the financial policy of the 
government offers much more for blame and severe criti- 
cism than for praise and imitation. In its necessity the 
Treasury cannot issue a temporary note—answering to the 
exchequer bill of Great Britain, or the dons de trésor of 
France—a convenient instrument of finance, and not capable 
of abuse where publicity of operations is as great as with 
the United States Treasury. Some such instrument should 
be placed at the disposition of the Treasury, and until a 
permanent system of financial management, better suited to 
the times, is devised. 
WORTHINGTON C, Foro. 

Washington, D. C, 
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AMERICAN POLITICAL PHILOSOPHY. 


A SKETCH of American political philosophy, with the 

emphasis on the “ American,” must follow in its exor- 
dium the proverbial treatise on snakes in Ireland. There is 
no American political philosophy. This is unqualifiedly true 
if we understand by the term a comprehensive and clearly 
formulated system of principles touching the nature, func- 
tions and end of the state, and a system which is distin- 
guished from all others by revealing in its elements the 
dominating influence of American characteristics and institu- 
tions. But the statement is not true in the sense that no 
American thinker has formulated a more or less complete 
theory of the state. And it is not true in the sense that 
American political development has proceeded without 
reference to underlying general principles which have been 
more or less clearly in the consciousness of the states- 
men who have guided it. These particulars in which 
the opening statement is not true give the opportunity for 
this article. It is my purpose to indicate in a very general 
way the character and source of the philosophical principles 
that are to be found in our formal political literature. 

The material to be dealt with is not impressive in respect 
to quantity. The American mind is practical rather than 
speculative—a trait which is inherited from England and 
might be traced, I dare say, to that prolific source of politi- 
cal virtues, the forests of Schleswig-Holstein. While the 
birth and growth of our nation have certainly not been 
destitute of complicated problems, these have been solved 
in most cases with far more regard to temporary expediency 
than to a priori principle. Our political literature, therefore, 
while unquestionably voluminous, is a literature of concrete 
controversy rather than of abstract speculation. That part 
of it which immediately concerns our present subject stands 
in about the same ratio to the total as Jefferson’s generalities 
about rights bear to the specific charges against King George 
in the Declaration of Independence. 
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With colonial thought we have no need to concern our- 
selves at length. It certainly does not reveal a peculiarly 
American system of philosophy. The ideas of natural rights, 
the social contract, popular sovereignty, and representative 
government, which were the staple of political theory in the 
colonies, were but the familiar doctrines of the Puritan 
revolution in England or of Locke’s apology for the overturn 
of 1688. In the debates that immediately preceded inde- 
pendence these principles were the starting point of English 
as well as of colonial argument. They were indeed almost 
universally recognized postulates of political philosophy in 
Western Europe at that date, and were accepted as self- 
evident truths by those who drew from them diametrically 
opposite conclusions on practical questions. Blackstone 
was made a knight by George III. for a work which set 
forth the same doctrine on the origin and end of the state 
that Jefferson employed in declaring to that monarch the 
loss of half his empire. The time is not so distant when 
the American's patriotism was at once under suspicion who 
doubted that Jefferson was the original discoverer of the 
sublime truth that all men are created equal. Our mature 
wisdom must recognize that every philosopher of the 
eighteenth century may well dispute his claim, to say noth- 
ing of the Roman imperial jurist, who expressed the same 
idea in almost identical language some 1500 years earlier. 
But if novelty cannot be predicated of the philosophy that 
preceded independence and that ushered in our national life, 
no more does it characterize the ultimate principles that 
guided the framing of the constitution. As to the origin ot 
this instrument, the two most famous views are rather 
antagonistic. One assumes that once upon atime the people 
of the United States said one to another: “ Let us frame 
marvelous constitution.” And the result was “the most 
wonderful work ever struck off at a given time by the brain 
and purpose of man.” This may be called, perhaps, the 
hysterical view as to the origin and character of our present 
system. The other sets forth the constitution as extorted 
from “the grinding necessities of a reluctant people.” This 
may be called, I think, the historical view. Now it could 
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hardly be expected that the difficult outcome of a critical 
emergency would consistently express a new and profound 
philosophy. The theoretical political science that appears 
in the constitution consists only of principles that had long 
ago been familiar. And the same is true of the greatest 
exposition of the constitution—the Federalist. The princi- 
ples here laid down as to the end of government, the source 
of authority, the separation of powers, the guarantees of 
liberty, are but the commonplaces of eighteenth century 
political science. I think it is a mistake to represent the 
latter work as an important contribution to political philoso- 
phy. In this field, pure and simple, it has little to engage 
the attention. It is really an advocate’s plea on a definite 
practical issue, and has about the same significance for 
abstract politics as the discussion of a tariff bill in committee 
has for abstract economics. 

The first two decades under the constitution are notable 
for little more than the definition and distinction of the two 
currents of thought which are most clearly represented by 
Jefferson and Hamilton; and neither of these men, however 
well identified they may have been with special schools, put 
on record any systematic philosophy. It is to be gathered 
from the scattered passages in their works, just as from their 
practical political lives, that the one favored the a przorz 
liberalism of the French Revolution, while the other tended 
strongly to the empirical liberalism of its English adver- 
saries. The personal and the political antipathies of the two 
men had a common cause in their respective temperaments. 
Jefferson was by his nature the man of speculation; Hamil- 
ton was the man of action. The abstract principles which 
both alike maintained in the early days of the revolution 
remained the basis of Jefferson’s politics to the end of his 
life, but were dropped by Hamilton when the practical 
questions of the day changed character. Jefferson carried 
the individualistic conception of government to even greater 
extremes as the years went on, and seriously propounded 
the doctrine that liberty could only be preserved by a 
revolution about once in twenty years. Hamilton, who, in 
his youthful tilt with the Westchester Farmer, had been 
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equipped with the full arsenal of social-contract and natural- 
rights doctrines, became in his mature years the unyielding 
champion of governmental authority to any extent that 
would insure the conditions of social life—peace and order. 

The immediate outcome of the conflict between Hamilton- 
ism and Jeffersonism was the ostensible triumph of the latter. 
For half a century whatever speculation there was ran 
almost exclusively in ultra-individualistic channels—a course 
that the democratic conditions of social life in the growing 
country rendered inevitable. But on the governmental, as 
distinct from the broader social side, the Jeffersonian school 
became identified with a body of doctrine which in each 
successive decade became more and more irreconcilable 
with objective conditions. The constitutional dogma of 
State sovereignty developed side by side with the growth in 
territory and population and the increase in means of com- 
munication which made steadily for nationalism. One of 
the most interesting points in the history of American 
thought is the transition from the contract theory of society 
to the contract theory of our constitution, and from democ- 
racy as a dogma of universal philosophy to democracy as a 
party creed. The systematic foundation for this confusion 
is laid in Tucker’s Blackstone,’ published at the beginning 
of the century. The crude and confused social contract 
philosophy of the English commentator is adopted in its 
entirety by the American, who then, without the slightest 
apparent consciousness of any weakness in his chain of 
reasoning, applies the whole doctrine to the formation of the 
union by the several States. With the American common- 
wealth thus put on a precise analogy with the individual in 
abstract philosophy, State rights became endowed with all 
the supposed sanctity of man’s so-called natural rights. 

It was not on the sinking sand of such analogical argu- 
ment that the most famous defender of State sovereignty 
rested for support. John C. Calhoun cast aside with 
contempt the whole doctrinal paraphernalia of the social- 


1Blackstone’s Commentaries, with notes of reference to the Constitution 
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contract and natural-rights school. The social life was to 
him the natural life of man, and a definite embodiment of 
ultimate authority was the essential mark of a State. On the 
indefeasible sovereignty of a community autonomously 
organized he based his whole broad philosophy as well as 
his constitutional argument on the special issue in the United 
States. Calhoun’s Dusqgutsition on Government’ is in some 
respects the most original and the most profound political 
essay in American literature. It is by no means a complete 
philosophy of the state; nor is its relation to the concrete 
issues of the day much disguised; but it penetrates to the 
very roots of all political and social activity, and presents, if 
it does not satisfactorily solve, the ultimate intellectual prob- 
lems in this phase of human existence. 

Calhoun’s great antagonist, Webster, hardly falls within 
the field of this paper. He was a lawyer and a statesman, 
but hardly a philosopher. He stood for the principle of 
national unity—which was an idea of the future in our his- 
tory; and he was, therefore, under something of a disadvan- 
tage in debate with Calhoun, who stood for State sovereignty, 
which had been a realized idea in the past. The case that 
Webster made was inadequate from the very fact that his 
reasoning followed more the narrow ways of legal precedent 
than the broader paths of rational speculation; and prece- 
dent could be used against him. 

[t was while the great political and social questions with 
which Calhoun and Webster were concerned were in agita- 
tion that Lieber wrote and published his Political Ethics. 
This was something nearer to systematic political science 
than America had known before; and the influence of the 
work, by the mere fact of its monopoly of the field, was very 
great. Lieber’s instinct led him to present political science 
from just that point of view which appealed most strongly 
to the American thought of the day—the point of contact, 
namely, between ethics and politics. His work is in fact 


‘Edited by Cralle, Columbia, S. C., 1851. Also in Calhoun’s Works, N. Y., 
1553-55. 


*Edited by Woolsey, Philadelphia, Lippincott & Co., 1875. 2 vols. 
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rather more ethical than political. The philosophy it 
embodies, however, is not distinguishable from the system 
of Naturrechtslehre which was playing so great a part in the 
contemporary liberalism of central Europe. It was individ- 
ualistic, like the French and English revolutionary doctrine, 
but it found its embodiment of ultimate natural rights not 
in primitive man, but in the philosophical ideal of highly 
civilized man. Lieber’s historical learning saved him from 
the most extreme and often absurd conclusions of the school 
with which he was identified; but his erudition itself 
brought confusion into the presentation of his ideas. It is a 
serious task to follow his system through the mass of illus- 
trations and digressions in which it is imbedded. 

Lieber’s influence,’ or better, perhaps, the influence of th 
German thought of which he was a representative, gives the 
tone to the work of his editor and admirer, Woolsey.* The 
latter, however, manifests a strain of Christian theology at 
the foundation of his thought that is quite foreign to the 
pure rationalism of the earlier writer. 

Woolsey’s work was inspired by the great struggle 
through which nationalism was impressed finally upon our 
constitutional system. The tremendous events of our his- 
tory between 1860 and 1877 gave as great a stimulus to 
theory as to the art of the practical statesman. But here 
again the theoretical literature consists mainly of attempts to 
find an ultimate rational basis for the solution of some 
particular living issue, rather of comprehensive philosophiz- 
ing. And here again the dogmas of European systems 
furnish the starting point for our writers. Thus Hurd, in 
his 7heory of our National Existence,’ applies the principles 
and methods of the English analytical jurists to the solution 
of the vexed question of sovereignty in our constitution. 
He insists that objective fact must be the basis of all specu- 


1 Lieber, Francis, Afiscellaneous Writings, Phila., 1881; Legal and Politica 
Hermeneutics, Boston, 1839; Manual of Political Ethics, Boston, 1838-9 ; 


Civil Liberty and Self-Government, Phila., 1859. 


Woolsey, Theodore D., Political Science, New York, 1878. 
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lation; but his “ facts” prove to be not less debatable than 
what others call theories. Hurd’s work gives a distinctly 
‘uristic turn to the discussion of our system, and leaves 
far to one side all ethical and theological considera- 
tions. Draper’s History of the American Civil War* like- 
wise abandons the latter field, and, following Buckle, gives 
chief prominence to the working of material and physical 
forces, which minimize the influence of the human will. 
On the other hand, Brownson, in his work on The 
American Republic” which I think worthy of far more 
attention than it nowadays receives, proceeds from the 
moral and religious nature of man. But as distinct from 
he Puritan conceptions with which American litera- 
ture is filled, Brownson presents the faith of a devoted 
Roman Catholic, and very skillfully derives from the 
logmas of the ancient church and the doctrines of the 
fathers the principles on which American democracy and 
national unity may safely rest. Like Brownson in the 
employment of moral and religious premises, but as different 
as can be conceived in methods and conclusions, is Mulford, 
in that curious work called Zhe Nation.’ The possibilities of 
German abstract speculation are here presented in their 
completeness. In the full spirit of Hegel and Stahl, Mul- 
ford soars off into the empyrean, and, with scarcely a hint 
that the world of hard actualities has ever existed, revels 
amid the vague and mystic ideals of his intellectual exalta- 
tion. By the “nation” he means what others call the state, 
and his conjectural purpose is to inculcate the importance of 
the national idea. But his thought is dreaming and his 
method is rhapsody; and, save for minds of a like fabric 
with his own, his work can have only the weird and 
benumbing effect of the Apocalypse of St. John. 

The ideas of J. A. Jameson, as embodied in his Constitu- 
onal Convention,‘ and in later occasional writings, while 


New York, Harper & Brothers, 1867. 3 vols. 
New York, P. O’Shea, 1866. 
*New York, Hurd & Houghton, 1870. Second ed., 1877. 
‘New York, 1867. 
11 


| 
r 
y : 
{ 
it 
m 
1e 
d- 
. 
ic. 
ot 
ly 
us- 
the 
tne j 
‘1 
the 
role 
re 
1} 
our | 
his- 
to 
) 
ome 
yhiz- 
fems 
1, in 
iples 
i ‘ 


154 Yale Review. [ Aug, 


predominantly of a juristic type, manifest a broader histori- 
cal and philosophical spirit that gives an especially substan- 
tial character to his conceptions of sovereignty and _ nation- 
ality. The historical method received a great impulse from 
the controversies on the character of our constitution, and in 
the recent work of Prof. J]. W. Burgess, Political Sctence and 
Comparative Constitutional Law,' the results of this method, 
applied by a mind of juristic bent and German training, are 
exhibited in a theory of sovereignty and liberty which | 
think is destined to have great influence both in America 
and abroad. The line of speculation on which Burgess has 
worked has led to the most desirable results in clarifying the 
conception of sovereignty. An analysis of the different 
senses in which this fundamental term is used has, in the first 
place, distinctly defined the field of political science, and, in 
the second place, has given to the rising science of sociology 
the opportunity to take over into its jurisdiction a number 
of topics pertaining to the character of society, which hav 
always confused and embarrassed the discussion of the state. 

These results of Burgess’s work are distinctly traceable to 
the peculiarities of the American political system, both in 
origin and laterdevelopment. Perhaps,then, we are actually 
or approximately in the presence of a political philosophy 
that is American in respect to both the thought and the 
thinker. Whether this is a desirable position may be open to 
question. The history of political philosophy is not reassur- 
ing at this point. Aristotle’s Politics, the magnificent pro- 
duct of the Hellenic political system, was written just as 
that system was passing finally away. The work in which 
Polybius glorified the constitution of republican Rome as 
embodying all the elements of ultimate and permanent 
political science, was written less than half a century before 
the birth of Julius Cesar. Thomas Aquinas formulated the 
grand philosophical system of a universal theocracy under 
the Pope about seventy-five years before the papacy became 
an humble adjunct of the French monarchy. Dante’s elabo- 
rate and conclusive argument for universal monarchy under 
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the German Emperor was, as Bryce has finely said, an 
epitaph instead of a prophecy. Without multiplying 
instances, it seems as if the exaltation of the principles of a 
particular system into doctrines of universal philosophy only 
sounds the knell of the system. If this be true, we may have 
as good ground for rejoicing as for regret that no distinc- 
tively American political philosophy has yet appeared. 
Wm. A. DUNNING. 
Columbia College, New York. 
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MISUNDERSTANDINGS ABOUT ECONOMIC 
TERMS. 


T is surprising to find how large a part of the economic 

controversies which rage most violently are the result 
of imperfect definition. They are not the consequence of 
holding different views on the same subject, but of using the 
same name for different subjects. The good old rule that 
you should be sure what you are talking about before you 
talk about it is not always observed in economic discussion. 

This difficulty meets us at the very outset. Economics, or 
Political Economy, is defined as the Science of Wealth 
This definition is defective, because the term wealth is a: 
ambiguous one. It is not true, as Mill says, that “every 
one has a notion, sufficiently correct for common purposes, 
of what is meant by wealth.” The word has two quite dis- 
tinct meanings. In its broad or social sense it includes all 
of those objects whose possession contributes to the enjoy- 
ment or well-being of society. Abundance of fertile land, 
supplies of food, water, fuel, clothing, and other comforts 
available for the use of those who need them, buildings, 
machinery, means of transportation and commerce, consti- 
tute some of the chief elements of national wealth. The 
services which art and science enable men to render on 
another should also be included. It is impossible to obtai 
any accurate measure of wealth in this broad sense, or even 
to say exactly what articles should be included in the esti- 
mate of such wealth. We can often tell whether a nation 
has increased in the amount of comforts available for its 
members, but we cannot arrange a census which shall repre- 
sent such an increase by figures. The attempt to measureé 
social wealth in money is always misleading. 

Wealth in its narrow or individual sense consists of rights 
to part of the social wealth. Money, notes, securities, and 
other valuable rights are included in any estimate of indi- 
vidual wealth, along with the buildings, machinery, clothing, 
food and other articles of use which a man owns. It is the 
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ownership, and the power attaching to such ownership, 
which is the salient feature in individual wealth. The term 
in this sense is applied chiefly to those objects, or rights to 
objects, which command a price,—that is, which their pos- 
sessor can exchange for articles or services of other members 
of the community, Inthis sense, each individual can and 
does measure his wealth more or less accurately by compar- 
ing it with that of others in terms of money. Individual 
wealth is more accurately designated as property. We may 
illustrate the distinction bet ween social wealth and individual 
property by saying that wealth is produced, while property 
is acquired. 

In any well ordered community the acquisition of property 
is as a rule attended with increased production of wealth, 
and the loss of property with destruction or diminution of 
wealth. But such is not always the case. One or two illus- 
trations will serve to make the distinction clear. Under the 
English system of enclosures, land which had formerly been 
free to all the public to use was made the subject of private 
ownership. By this practice we had an increase of prop- 
erty. The landlords now had valuable rights which 
could be bought or sold—rights of a kind that did not 
exist before—, but the wealth of the community, for the 
moment, was not one whit increased. There were no more 
means of enjoyment in existence than there had been before. 
There was .acquisition of property without production of 
wealth. On the other hand, in the abolition of slavery we 
sometimes see a nullification of property without a destruc- 
tion of wealth. For the moment, at any rate, the abolition 
of slavery means a sweeping away of exchangeable wealth 
of individuals. A system of compensation to the owners, 
though it may shift the burden, cannot annul the loss. Yet 
such a loss is simply a destruction of titles and transferable 
rights, not of means of happiness. The wealth of the com- 
munity, judged by national standards, is as great after aboli- 
tion as it was before. An even more conspicuous instance, 
where the nullification of property and increase of wealth 
went hand in hand, was seen in the establishment of water- 
works in the city of Venice. Formerly water was so scarce 
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that it commanded a price, and a good well was a source of 
considerable individual wealth to its possessor. When an 


: +e abundant supply was furnished at slight cost, the commer- 
cial character of the water changed, and it could under all 
a ordinary circumstances be had for nothing. But the very 

: abundance of water, which makes it commercially worth 


nothing, is an element of national wealth; and the scarcity 
that makes it a valuable article of property, represents a 


loss to national wealth. 

Most of the improvements in the arts which have increased 
production and consumption have had their chief beneficial 
effect not on the property of any class, but upon the genera! 
: wealth of the nation, which cannot be measured in money. 

If an improvement enables the same number of laborers to 
produce twice the amount of useful products, it may happen 
that the price of each product will fall one-half. In this case 


there is no apparent gain in individual wealth; but if the 


article is a really useful one, there is a great gain in national 


wealth and national power. 

Of the practical fallacies arising from the confusion of pro- 
perty and wealth, the most palpable is that of the cheap- 
money man. He sees that if he has more money he is richer, 
and concludes that if the government issues more money the 
j’ whole nation will be the richer. An extreme instance of 
this confusion is illustrated by the story of the Lrisn orator 
who said that the Bank of England was such a wicked insti- 
tution that his hearers ought to burn its notes wherever they 


| found them. 
An almost equally prevalent fallacy is that which is used 

! by both laborers and capitalists in measuring the effect of 
improvements in the arts. There has beena doubling or 
trebling of efficiency of labor. The laborer sees that his 
wages have increased but slightly; he concludes that the 
capitalist has appropriated the whole. The capitalist sees 
that his profits have increased in but small propertion to the 
increase in efficiency; he, therefore, concludes that the 
laborer is the residual claimant. In point of fact most of the 
| gain is not a money gain at all, but a gain in quantity con- 
sumed by the nation. To know whether laborer or capitalist 
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is the chief beneficiary of this gain, we must know whether 
the products of modern methods in industry are chiefly 
ncreasing the consumption of the laborer or of the capitalist. 

A third fallacy, and a more subtle one, runs through the 
work of the political economists of the 17th and early part 
i the 18th centuries, and has by no means lost its hold at 
the present day. 

Che theories of that time constitute what is known as the 
mercantile system of political economy, because they involve 
the idea that a nation should strive to make money in the 
same manner as an individual merchant. Just as a prudent 
individual so manages his affairs as to produce more than he 
consumes and make money by the excess of his sales over 
his purchases, it was thought thata prudent statesman should 
so manage the affairs of the nation as to make it produce 
more than it consumes, and export more than it imports. It 
was considered by many that this excess of exports over 
imports constituted an index of national prosperity and the 
true measure of the increase of national wealth. Just as the 
money which an individual has made represents his power 
of industrial control over other individuals, it was thought 
that the money which a nation had thus saved represented 
its power of control over other nations. In fact, no small 
part of the commercial legislation of all countries has been 
iormed under the influence of these ideas. The error of the 
mercantile system was pointed out by a school of French 
economists known as physiocrats, because they laid stress 
on the powers of nature as the source of national prosperity 
and national wealth. These economists pointed out that the 
true source of national power lay, not in the supply of gold 
or silver, but in the supply of food; not in the power to 
command other nations’ labor, but in the power to develop 
its own labor. A nation might be prosperous with very 
little money per capita. This would simply result in a lower 
scale of prices. But with little food per capita great misery 
and industrial inefhciency must inevitably follow. Instead 
of encouraging manufactures, as the mercantile school had 
done, they were led relatively to undervalue them. No 
manufacture, they said, could exist except on the basis of a 


| 
of 
in 
r- 
th 
ty 
a 
al 
al 
to 
en 
se 
he 
a] 
| 
P- | 
he 
of 
or 
ti- 
ey 
ed 
ol 
or 
nis 
he 
‘he 
the 
the ( 
on- 
list | 


160 Yale Review. [ Aug. 


surplus of food produced by the agricultural laborers, and 
the real cost, not to say the real worth, of every manufacture 
was represented by the amount of food consumption whic! 
it represented. Food was, therefore, the true measure o! 
wealth, no less than the true source of national prosperity. 

A turther advance was made by the great Scotch thinker, 
Adam Smith, whose work on the wealth of nations, published 
in 1776, is usually regarded as the starting point of modern 
political economy. He agreed with the physiocrats in 
thinking that the wealth of a nation was not measured by its 
money, but by its total production of useful goods. At th 
same time, he appreciated more clearly than they did th 
importance of well-directed labor asa means of producing 
those goods and rendering the natural resources ot the 
country available. As the title of his book indicates, he set 
forth clearly the distinction between national wealth and 
individual wealth. But he did far more than this. Hi 
showed that there was a relation as well asa distinction ; 
that the attempt to secure individual property was a power- 
ful incentive to the increase of national wealth, and that the 
actions of menin their pursuit of the attempt to make money 
were a means of serving others even when they had no inten- 
tion or consciousness of so doing. Modern economists have 
followed in the lines laid down by Adam Smith. Their 
inquiry into the causes of the wealth of nations has con- 
nected itself with an inquiry into the results of the property 
of individuals and the motives connected with it. The free 
exercise of individual desire for property has been found to 
be conducive to national prosperity in a number of cases 
where such a result would have seemed at first sight 
impossible. 

The perception of this relation between the acquisition o! 
property and the production of wealth has led to several 
different consequences. In the first place, it has led to : 
different attitude of the public mind toward trade. In 
ancient times it was regarded as a fight between buyer and 
seller; to-day it is looked at as a means of mutual service. 
To the medizval economist the business man was a licensed 
robber; to the modern economist he is a public benefactor. 
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Five hundred years ago it was thought a man could only 
make money either by buying goods for less than they were 
worth, or by selling them for more than they were worth; 
that each business transaction involved the temptation to 
cheat, and that, if a man was successful in business, it showed 
that that temptation had been too much for him. To-day we 
believe that money is made on a large scale by doing the 
public a service. If a man’s goods command a high price, 
we assume that he has met an actual need. If the price 
furnishes him a large margin of profit, we believe that he 
has so organized the labor of the community as to diminish 
not only his own expenses but the actual labor cost of pro- 
ducingthem. So confident are we of the substantial identity 
of interest between the business man and the community as 
a whole, that we give our capitalists the freest chance to 
direct the productive forces of society to their own 
individual profit. Even the mistakes of individual enter- 
prise may prove a means of progress to society, since they 
show at comparatively small cost what is to be avoided in 
the future. 

A second result is a change in the attitude of economists 
toward state interference. When people thought that 
every business man was trying to serve himself at the 
expense of the community, a large number of restrictions of 
all kinds were brought into play. The commercial legisla- 
tion of past. centuries had been a mass of such restrictions. 
Adam Smith and his successors showed that the bulk of 
this legislation had a very different effect from what was 
intended. Instead of preventing extortion, it prevented 
mutual service. Instead of enabling the nation as a whole 
to make money, it interfered with the development of its 
resources and the wise application of its labor. To so great 
an extent were the economists able to point out the evil 
results of mistaken legislation, that in the popular mind the 
teaching of economics was synonymous with the effort to 
reduce the activity of government to a minimum. 

In so doing they taught people to avoid the prevalent 
fallacy that national wealth, in order to be made available 
lor the nation, must be made public property. The two 
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conceptions of national wealth and public property, though 
often confused in the popular mind, really have little in 
common. Public property is the sum of proprietary rights 
over parts of the national wealth exercised by agents of the 
government, while private property is the sum of such 
rights exercised by individuals and their agents. Whether 
public property or private property will in a particular case 
be managed more advantageously to the nation as a whole, 
can only be decided by examining the circumstances of the 
case. If the agents of the government are disinterested and 
wise, the public property may be managed better than 
private property; if they are not disinterested and wise, it 
will probably be managed worse. The “ nationalization” 
of a piece of property does not necessarily increase the 
wealth of the nation in the least. 

But, in avoiding this error, many economists unconscious} 
fell into the opposite one of assuming that private property 
would necessarily be managed in the public interest, and of 
treating the increase of such property as a good in itself, 
instead of a means to national good. So far as the criti- 
cisms of the socialists on the individualists are well founded, 
they are based ona confusion of this kind, from which the 
exponents of the “ economic harmonies” are by no means 
wholly free. 

The current division of political economy into the heads 
of production, distribution, exchange and consumption o! 
wealth seems to show evidence of this confusion. | Produc- 
tion and consumption are terms which properly apply to 
social wealth; exchange and distribution to individual 
wealth. The things are produced and consumed ; the rights 
to those things are exchanged and distributed. Asa result, 
the divisions overlap and involve loss rather than gain in 
clearness. Marshall has avoided this error, by treating 
production in connection with supply, consumption in con- 
nection with demand, and thus making each contribute its 
own part toa general theory of exchange based on supply 
and demand; an arrangement that has great advantages. 

On account of the mistakes of a few economists in conius- 


ing social and individual wealth, socialistic critics are 
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frequently led to charge the economists as a body with glori- 
fying the pursuit of wealth and making it the chief end of 
man. This is exactly the reverse of the truth. The 
economist views the pursuit of individual wealth, not as an 
end, but as a means to the general well-being of society. 
He shows that the effort to make money is a most powerful 
incentive to work in the service of the community—in fact 
the most powerful incentive the world has yet known; and 
that, within certain limits, the commercial success or failure 
of an enterprise is dependent upon the question whether the 
community needs it. To this extent he may be said to 
glorify the pursuit of wealth, in showing that it is a means 
of mutual service, instead of mutual robbery, an honorable 
ambition instead of a base one. But in thus elevating it to 
its proper place in the social order, he also reduces it to its 
proper place. By understanding the uses of the commer- 
cial system, he is able the more effectively to criticise its 
abuses. The day is past, if ever there was one, when in- 
discriminate condemnation of business methods and business 
ambition can be effective. The moralist who tries to show 
that money-getting is a mean thing overshoots the mark. 
His own acts, in his daily life, are tisually enough to con- 
vict him of inconsistency. The economist, on the other 
hand, in pointing out the reasons why modern business 
methods are approved by society puts himself in a position 
to condemn those methods when they are carried to a point 
where they cease to be of social service and violate instead 
of furthering the purposes which have justified their ex- 
istence. 

This ambiguity is not confined to wealth. There is a 
similar double sense to many other fundamental terms in 
economics. The word capital,’ for instance, in its social 
sense means wealth used for producing more wealth. Such 
capital consists of food used for the support of the laborers, 
raw materials more or less completely worked up, machin- 
ery, means of transportation, and instruments of exchange. 

George, after making a correct distinction between the two senses of wealth, 


and enforcing it in his usual brilliant style, proceeds to reintroduce the old 
confusion by defining capital as [social] wealth in course of exchange. 
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It is impossible to say just what objects are capital and 
what are not. It is very far from being possible to form an 
accurate valuation of the amount of such capital in money, 
On the other hand, the capital of an individual is property 
used for acquiring more property. It is more accurately 
designated as an investment. We can tell substantially 
what things each individual is using as capital, and can 
estimate their money value very closely. Just as the 
acquisition of property is usually attended with the produc. 
tion of wealth, so the investment of property is usually 
attended with increased use of capital. But there may be 
cases where one takes place without the other. The burg- 
lar’s outfit or the roulette table of the gamester may be 
regarded as an investment. It is property used for acquir- 
ing more property; but it certainly is not wealth used for 
producing more wealth. On the other hand, the pioneer 
in science often adds greatly to the wealth of the country 
by the use which he makes of existing wealth; but it is 
very rare he increases his property in so doing, or even 
makes the attempt to acquire property a dominant motiv 
in directing his action. 

A historic instance of the result of confusing the two senses 
of the word capital, and of believing that social capital ts in 
general the sum of individual capitals, is furnished by the 
wage-fund theory. The advocates of this theory see that 
a payment of wages as an individual transaction is an invest- 
ment of individual capital; that the sum of such transactions 
represents the total amount of wage-payment; and they, 
therefore, conclude that the social capital available for the 
support of the laborer constitutes a wage-fund which deter- 
mines the actual amount of real wages. The errors of this 
theory, which have been so clearly pointed out by its 
critics, all result from the fact that the social capital is not 
the aggregate or sum of individual investment, but a con- 
cept of a different kind, measured in a wholly different way. 

This separation of the two senses of capital is made by 
some who from want of right names fail to appreciate all of 
its bearings. Both Clark and Marx speak of capital as a 
permanent thing, independent of the transmuted and chang- 
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ing goods of which it is at each moment composed. But 
Clark regards this as permanently productive and its 
increase as normal and natural; while Marx regards it an 


unproductive dead weight whose increase is a spoliation of 
the laborer. But what is this thing which is permanent 
while the goods change? It is nothing else than a title to 
property in process of industrial transmutation; a title 
which carries with it the control and direction of the pro- 
cess. Whether the existence of this title increases the pro- 


duction of the community depends on the wisdom with 
which the control is exercised. It is not necessarily pro- 
ductive as held by Clark, nor necessarily unproductive as 
held by Marx. It is more likely to be productive than not, 
because our industrial arrangements are such that men who 
fail to use their capital for things the community needs, lose 
money, and are eliminated from control of the next period 

f productiveness. But this process is by no means so per- 
fect as it might be. 

There are two senses of the word cost, corresponding to 
those of wealth and capital. Cost in its social sense is the 
pain involved in the production of social wealth. In this 
sense it is probably even less definite or measurable than 
social wealth or social capital. What is pain to one man 
may be pleasure to another. Cost in the individual sense 
is property or other similar rights parted with for the sake 
of acquiring other property or rights. In this sense it is 
more properly designated as expense, and is habitually meas- 
ured in money.’ 

The cost of an article, in the individual sense—that is, the 
expense of acquiring a title to it—is obviously its price. 
What shall we call the social cost of producing such an 
article? There has been a tendency in many quarters, from 
Aristotle downward, to call this the value. But if we look 
at the matter from the other side, and consider not the price 


‘What is called by some economists “opportunity cost” as distinct from 
labor cost, seems to be really an element of expense rather than of social cost. 
It is connected with the remuneration which a man can command in process of 
exchange or distribution, rather than with the pain and pleasure of production 
and consumption. 
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which is paid by the buyer, but that which is received by 
the seller, we find an equally strong tendency to base values 
upon the enjoyment connected with the price received 
instead of the pain connected with the price paid. How 
shall we decide between these two contradictory senses of 
the word value, both in some measure justified by usage and 
by reason? 

Let us first look at the distinction between price and value 
in their various senses, not as defined in the books, but as 
used in the world at large—unconsciously used also by 
the very writers who define the distinction in an arbitrary 
manner of their own. We find that where we speak of an 
actual transaction we generally use the term price, while in 
passing judgment on what is probable or desirable we use 
the term value. A price isa fact; a value is an estimate of 
what a price ought to be. 

The word value is used in a number of wholly different 
meanings, but this idea of a permanent standard or cause of 
price, as distinguished from a temporary or accidental phe. 
nomenon, lies at the basis of them all. Sometimes value is 
used in the sense of utility—for instance, when I say that an 
article has a value to me out of all proportion to the amount 
for which it would sell.’ Sometimes it means purchasing 
power in the abstract, as distinct from concrete measures of 
this power; for instance, when I say that an article has 
value, though I do not know just what its price may be. 
Sometimes it means purchasing power measured in com- 
modities instead of in money. In countries with a paper cur- 
rency there is frequent occasion for using the word in this 
sense. Ifthe currency is doubled by act of the legislature, 
the prices of goods, measured in this currency, will tend to 
double also; but we are justified in saying that there is no 
increase of real value corresponding to this change in nomi- 
nal price. Sometimes the term value means average prob- 
able price. If I say that New York Central stock is selling 
below its true value, I simply mean that in the long run it is 
in my opinion likely to command a higher price than it does 


' An estimate of this kind is sometimes called suédjective value. But it is bet- 
ter to use the name utility to avoid the confusion which would otherwise arise. 
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now. Finally, it often means a proper and legitimate price, 
as distinct from an unfair or extortionate one. The last is 
much the commonest and most important sense of the word. 
In this sense, the substantive value corresponds exactly to 
the adjective worth. If we say that a man is charging a 
higher price for an article than it is worth, we mean that he 
is putting the buyer at an unfair disadvantage. 

The price of an article or service in the ordinary com- 
mercial sense is the amount of money which is paid, asked 
or offered for it. The value of an article or service is the 
amount of money which may properly be paid, asked, or 
offered for it. We have histories of price and theories of 
value. 

Value being essentially an estimate, we may have as many 
different theories of value as there are different views of 
business ethics. But these views fall under two main heads; 
the commercial or competitive theory, which bases value 
upon what the buyer is willing and able to offer for an arti- 
cle, and the socialistic theory, which bases it upon what the 
article has cost the seller in the way of toil and sacrifice. 

When we have grasped this ethical character of the con- 
troversy, we seize more clearly upon the points which are 
essential to the adjudication of that controversy. The ques- 
tion between the two parties is not primarily one of fact, but 
of advisability ; not what necessarily determines value, but 
what kind of a price we shall stamp with our approval by 
calling ita value. The commercial theory is that the value 
of an article is the price which it would command under a 
system of free and open competition as distinct from one 
which is the result of special bargaining or fraudulent con- 
cealment.’ In this sense, the market price represents the 
temporary value of an article, and the normal price repre- 
sents its permanent value. The advocates of the commercial 
theory hold that competition serves the economic interests 
of society so well, that the first rule of business morals is to 


' The “Austrian” theory of value is more properly an explanation of prices. 
So far as it is a theory of value as distinct from price, it points out what people 
ought to charge if they carried out the idea of the existing competitive system 
to their logical conclusion more completely than they do at present. 
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conform to this system; and that the demands of commer- 
cial justice are generally satished by a schedule of prices 
made under the influence of fair and open competition as 
allowed and encouraged by the common law of England and 
America. 

From this view of commercial justice the socialistic theory 
dissents. The advocates of the socialistic theory say that, 
whatever the effects of competition may be upon society as 
a whole, its relative effects upon different individuals are 
extremely unfair. Many of those who do the most disagree- 
able work have the least enjoyment to show for it. This the 
socialists hold to be contrary to the principles of popular 
government, or of enlightened government of any kind. In 
criticising the results of free competition, they emphasize the 
fact that the adjustment of price to expense of production is 
extremely impertect; and they add that the expense of pro- 
duction as measured in money is a very different thing from 
the cost of production, measured in the labors and sacrifices 
of the producers. They hold that this last method of meas- 
urement furnishes the only just standard of value; that the 
value of an article zs the labor expended upon it; that trade 
involves an effort to buy goods for less than their value 
and to sell them for more than their value; that the profits 
of traders and capitalists of every kind represent money 
unfairly extorted from consumers or withheld from produc- 
ers; and that society must employ some organized means to 
prevent this extortion and not let the trader take advan- 
tage of his power to fix prices to suit himself. 

That there is an obvious unfairness in the returns under 
the existing commercial system of payment may readily be 
granted. None but the blindest optimist will deny that 
many of the men who do the most disagreeable work have 
the least comfort to show for it. The socialists are justified 
in asserting that there isan inconsistency between our politi- 
cal doctrine of equal rights to the pursuit of happiness tor 
everybody, and the facts of the industrial world as we see 
them about us. But when they come to formulate a positive 
theory or standard of value, they give us something which if 
carried into practice would be far more inconsistent with the 
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political doctrines of a free commonwealth or the chances of 
happiness for its citizens. 

If we attempt to reward every one according to his labors 
we are at once brought face to face with the danger that 
people will make the wrong things. Give free choice of 
occupation under this system and we should at once have an 
verplus of painters and musicians, with a deficiency of 
farmers and mechanics. It would be necessary for the gov- 
ernment authorities to regulate the number who should 
engage in each occupation—a method which would be sub- 
ject to the gravest industrial and political dangers. The 
possibilities which under the commercial system are open 
to a man of real ability even under unfavorable circum- 
stances would, under the socialistic system, be confined to 
those who could command political influence. 

There is another even greater danger inherent in the 
socialistic theory of value. It puts a premium on inefficiency. 
It makes a man’s claims for reward depend not upon what he 
has done for others, but upon how he has occupied himself. 
Time wasted counts for as much as time spent. This is a 
difficulty which the leaders of socialistic thought have in 
vain tried to meet. The commercial theory of value has the 
inestimable advantage of giving a man a motive for efficient 
work by the best methods. Success and power are made 
dependent on doing as much as you can with the least possi- 
ble waste. 

We have here an illustration of the means which the econo- 
mist can use in determining the ethical merit of conflicting 
views. Common ground on which individualist and socialist 
can settle their differences is being found in the adoption of 
survival as a test of fitness. We are coming to view history 
asa record of a struggle between different ideas and different 
institutions, whose issue was decided by the moral qualities 
of the contesting races. Modern economic history is a 
record of sucha series of struggles. If the individualist can 
show that freedom will really contribute to the success of a 
nation or community in its struggle for existence with other 
nations or communities, no one is likely to dispute the 


advantages of freedom. If, however, the socialist can show 
12 
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that this freedom enriches a few in the nation at the expense 
of the many, and thus makes any increase in material wealth 
a source of weakness rather than of strength, his criticism 
and demand for change will also be accepted. No econo- 
mist of reputation at the present day would attempt to ignore 
the ethical aspects of an institution, as might have been don 
a generation or two ago. Instead of asserting the complet: 
independence of the two sciences, the economist, individuali 
no less than socialist, would insist on the close connectio 
between the two. He would say that nothing could bé 
ecomically beneficial which was ethically bad, because the 
institution which permitted this would carry with it tl 
seeds of its own destruction. He would insist with equal 
force, that nothing could be ethically good which was eco- 
nomically disastrous, because in this case also destructio: 
must ensue with equal certainty. The economist must 
understand the ethical bearings of the results which he dis 
cusses; the moralist must understand the economic conse- 
quences of the action which he advocates. The ambiguity 
with regard to value, the conflicting theories on the subject 
and the reasons for preferring one theory to the other 
nish an admirable illustration of how a misunderstanding 
combined with a great difference of ethical judgment ma 
be settled by the test of fact. 

A. T. HaDLeE\ 


Yale University. 
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somewhat extended investigation’ of the introduction 
of English rule into French Canada 1760-1774. They seem 
to me appropriate for this use, because of the belief induced 
by that investigation that, on the one hand, the place held by 
Canada in the early Revolutionary history is in our day 
much underrated, and has, at all times, been much misunder- 
stood, and that, on the other hand, our historians have 
unanimously assumed a connection between the measures of 
the British Government in Canada and in the other colonies 


for which there seems to be no basis in fact. It is to this 


latter error that I shall especially address myself in this 
paper. 

One of the earliest expressions of these misconceptions is 
found in the Declaration of Independence; the latest that 
| have met is put forward with much emphasis by the 
reviewer of Prof. Eggleston’s Life of Fohn Patterson in the 
N. Y. Nation of July tgth, 1894. The reviewer asserts that 
from its conquest in 1760, Canada was regarded by the 
British Ministry as a point d’appui “for the support of the 
ministerial, policy in asserting British parliamentary supre- 
macy over the Colonies”; and that this position was 
expressed in and intensified by the Quebec Act of 1774, 
“which had for its object, as the Continental Congress 
charged, to substitute the institutes of French customary law 
for the common law of England, and thereby ‘to make 
Canadians proper instruments for assisting in the oppression 
of such as differ from them in modes of government and 
faith.” The first part of this statement my limited space 
compels me to leave with the remark, that an examination of 


+ Based mainly on the very complete materials furnished by the Canadian 
Archives at Ottawa. A more extended statement of the condition of Canada at 
the outbreak of the Revolutionary War and of its connection with the earlier 


phase of that struggle, will be published shortly in the Audletin of the University 
of Wisconsin. 


THE QUEBEC ACT AND THE AMERICAN REVO.- 


HE conclusions of the present paper are drawn from a 
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the pamphlet and other party literature, and of the diplo- 
matic and parliamentary proceedings during the last years 
of the war and at the Peace of 1763, will show it to be 
thoroughly mistaken, and will convince the candid enquirer 
that the main, if not the sole, motive for the retention of 
Canada, was the security and unhampered progress of the 
colonies and of colonial trade.’ 

As to the latter part, the reviewer simply restates the 
accepted tradition; namely, that the character of the rela- 
tions between the colonies and the mother country led in 
1774 to the joining with the Acts for the punishment of the 
Province of Mass. Bay, an Act (the Quebec Act) which was 
designed to restore to the Canadians the despotic system of 
government under which they had grown up, and thus to 
pave the way for using them as docile instruments in the 
extinguishing of the liberties of the colonies. In this view 
the Act is denounced in the Declaration of Independence, as 
“abolishing the free system of English laws in a neighboring 
Province, establishing therein an arbitrary government, and 
enlarging its boundaries so as to render it at once an exam- 
ple and fit instrument for introducing the same absolute rule 
in these colonies.”” This denunciation is the sober reitera- 
tion of the charges contained in the earlier “ Address to the 
People of Great Britain” (October 21st, 1774), in which, 
among the ministerial measures “for enslaving us” is men- 
tioned the Act by which ‘*the dominion of Canada is to be so 
extended, modeled and governed as that they might become 
formidable to us, and on occasion be fit instruments in the 
hands of power, to reduce the ancient free Protestant 
colonies to the same state of slavery with themselves.” 
These emphatic statements have been accepted and repeated 
without question by our historical writers from that time to 
the present; and it does not become us to let this hoary- 
headed error go longer undisturbed. The limits of this 
paper will not permit me to point out reasons for believing 


1 Even Bancroft admits that England at this crisis “proudly accepted 


counsels of ‘ magnanimity,’ with the thought of ‘filling the wilderness, instruct 


ing it with the products of her intelligence and blessing it with free institu- 


tions.’” (ist. Last revision, II. 527.) 
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that the error was one which had a very considerable influ- 
ence in directing the course of the early revolution; but 
most students of the period will probably accept the fact 
without much demur. 

In giving some reasons for my entire dissent from these 
long-held opinions, | can now notice only the most promi- 
nent points, and these but in the briefest manner. We have 
three main features of the Quebec Act’ to consider; (1) the 
substitution of French for English law, (2) the withholding 
of the representative institutions which existed in the other 
Provinces, (3) the great territorial extension of the Province. 
And in expressing my belief that these provisions were not 
due to or intended to affect the condition of affairs in the 
other provinces, I must not be understood as denying the 
arbitrary and tyrranical spirit of the administration by which 
they were enacted, nor the fact that that administration was 
at the moment largely inspired by hostility to the free spirit 
of American self-government. Its animus is sufficiently seen 
in the other American Acts of the same session; my object 
here is simply to show that, in spite of appearances, it was 
not guilty of the more far-reaching and treacherous attack on 
liberty imputed to it on account of the Canada measures.’ 
The Quebec Act was founded on misconception and false 
information, and was probably one of the most disastrous 
measures in English colonial history ; but a close examina- 
tion of its genesis has convinced me that it was the result of 
an earnest and comparatively generous effort for the weltare 
of the French Canadians, and that it was not to any appre- 
ciable degree affected by tyrannical ideas in regard either to 
them or to the rest of America. 

And first, as to the change in civil laws. It will be 
remembered that in October 1763 a royal proclamation was 
issued for the purpose of establishing civil government in the 


'For the Act see Statutes, 14 Geo. III. c. 83. Printed in full in Kingsford, 
Hist. of Can, v. 256-61. 


* It is to be noted that the Mass. Acts, avowedly temporary and exceptional, are 
not necessarily indicative of a purpose to permanently subvert free institutions 
in America; whereas the main provisions of the Quebec Act, more permanent 
in nature, could easily be regarded as of the most far-reaching consequence. 
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newly acquired provinces of Quebec, Granada, East and 
West Florida. This Proclamation was then, and has been 
since, understood, as subverting in Canada the whole system 
of French law and administration ;' and inthis view Ban- 
croft denounces it as an act of extreme tyranny, declaring 
that ‘‘the history of the world furnishes no instance of so 
rash injustice.”* And yet in the measures taken fourteen 
years later to redress this supposed injustice, he and 
others can see nothing but a reaching after ‘‘ unmixed arbi. 
trary rule.” Lord Mansfield, on the other hand, in his 
famous Grenada decision of 1774, refers to the Proclamation 
as an irrevocable charter of liberties granted to all who did 
then or might thereafter reside in the regions in question ; on 
the ground that the King had thereby divested himself of 
his direct legislative authority, and given solemn promises 
of the establishment of English law and _ representative 
institutions.© These promises, however, were not fulfilled in 
Canada, and government remained there on an insecure 
basis until 1774. During this whole period the official cor- 
respondence and reports are largely occupied with repre- 
sentations as to the disastrous state of things that exists in 
consequence of this delay and uncertainty, and with urgent 
adjurations to hasten the settling of the constitution. It was 
found impossible to put English civil law into practice except 
in commercial matters; and, as a matter of fact, there can be 
little doubt that the great body of the French customary law 


1 It is not possible or necessary here to enter into the once much controverted 
point as to the real intent and result of this Proclamation. The point, however, 
is of importance with regard to the question whether the imperial policy in 
Canada was changed later in consequence of the existing relations wit! 
the other colonies: and it is to be noted, therefore, that the Earl 
Hillsborough, Secretary of State, writes to Gov. Carleton, March 6, 176% 
(Can. Ar. Q. 5. I. p. 344) that, as one of those who had drawn up the Proclama- 
tion of 1763, he could state “that it never entered into our idea to overturn th 
laws and customs of Canada in regard to property ;” adding that those wh 
had administered the Proclamation had “expounded it in the most absurd 


manner, entirely contrary to the Royal intention.” 
Hist. 87. 


The Proclamation is printed by Kingsford, Hist. Can., V. 142-5. For th 
Grenada decision, see English law Reports, or Houston, Canadian Constitutional 


Documents. 
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continued practically undisturbed. Consequently the Que- 
bec Act did not “substitute” this law for the “abolished ” 
English; it merely removed all doubt as to which should be 
the basis of the permanent code. 

And that doubt was removed, so far as those in authority 
vere concerned, long before the year 1774; for an exami- 
ation of the official correspondence shows that the 
return to the French law and custom was to a large 
extent resolved on at least as early as 1767. Down to 
766 the colonial officials were evidently under the impres- 
sion that the home government aimed to fulfill the assumed 


promises of the Proclamation by thoroughly assimilating the 
province to the English form of the other colonies. But in 


that year Murray was superseded by Carleton in the gover- 
norship; and the latter came to his duties believing, if not 
officially instructed, that the Ministry intended to restore 
the French civil law. Murray had already strongly urged 
this course, and from the very first Carleton does not cease 
to impress upon the home government its justice and advisa- 
bility.’ We find among the state papers of this year (1766) 
a report of the Crown lawyers,’ which speaks of the disorder 
occasioned in the province of Quebec in consequence of the 
idea that it was intended “to abolish all the usages and cus- 
toms of Canada,” and urges that it ‘‘ would be oppressive ”’ 
hastily to disturb the “local usages and customs” in regard 
toreal property. In June, 1767, we find Shelburne, the Secre- 
tary of State, writing to Gov. Carleton that the affairs of the 
province are under serious consideration, the main problem 
being, ‘‘ how far it is practicable and convenient to blend the 
English with the French laws”;* and in August of the same 
year the Privy Council, resolving, on consideration of 
reports from the Board of Trade, that fuller information 
was desirable, (“it being unwise and dangerous to frame or 


* These representations from both Governors are based invariably on grounds 
justice and policy toward the Canadians, without reference to any idea of 
making Canada a model or a weapon in regard to the other colonies. 
In answer to a reference to them of recommendation made by the Board of 
Trade Sept. 1765. See Can. Ar., Cal. Hald. Coll. I. 23. 


* Can. Ar., Q. 4, p. 129. 


) 

1 

|- 

n 

| 

n 

in 
-e 
e- 
in 
nt 
as 
nt 
pt 
be 
iw 
ted 
ver, 
y in 
vitl 
ma- 
wh 
th 
onal 


176 Vale Review. [ Aug. 


reform laws in the dark,”’) orders a thorough preliminary 


investigation.’ In December Carleton send home a recom. 
F: mendation for the continuance of the entire French civil 
code in use at the Conquest, together with a draft of a spe- 
cific ordinance to do this in regard to landed property ; and 
J Hillsborough (who had succeeded Shelburne as Secretary), 

pit replies, March, 1768, that this introductory ordinance is 

) approved of, but that for the present it is to be held in 

| ia reserve pending a general settlement.” We thus see that at 

, i least six years before the Quebec Act, the home government 


apparently uninfluenced by anything except representations 


as to the state of the province, had resolved to go almost as 
far as that Act went in regard to the system of laws. Th: 
investigation ordered was at once entered upon, and the 
information collected was put into the hands of the Crown 
lawyers (Thurlow, Wedderbourne, and Marriott) with orders 
to make exhaustive reports and recommendations. These 


were delayed from various causes, and it was not till 1774 

that this much deliberated matter was ready to be legislated 
/ upon. The Quebec Act was unquestionably framed in 
accordance with the able reports of the Crown lawyers ; 
and we cannot read them without being convinced that they 
are almost entirely inspired by a sincere and generous, 
somewhat mistaken, concern for the best interests of thi 
| | province. Whatever the degree of their influence, however, 
it should appear from this short statement that the provi- 
sions of the Quebec Act, on this point at least, were neithe: 
hastily determined upon nor caused by extraneous considera- 


ria tions.’ 
| Next, let us consider the withholding of representativ 
. institutions. It was on this ground, I think, that was mainly 
based the not unreasonable opinion (considering contem- 
tl porary events), prevailing throughout the old colonies, that 
the constitution given to the province of Quebec was the 


| 1 Can. Ar., O. 4, p. 327. 2 Ib. O. 5-1, p. 344. 


® For brief abstract of these, see Kingsford, Hist. of Canada, V. 232-6. 


‘1 cannot delay here to show that the final reverting to the French forms was 
by no means as complete as was generally supposed at the time, and that 
provision was made for the gradual engrafting upon them of English ones. 
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herald of a direct attack on old established liberties ; and | 
admit that there would seem to be little question, apart from 
lirect evidence, that the state of feeling in England in regard 
to American legislative assemblies did influence the minis- 
terial mind in this matter. It surely was to be expected. 
But even if there were an unwillingness to establish another 
such assembly until the difficulties with the existing ones 
had been somewhat appeased, we can scarcely regard such 
caution as indicative of a deep laid and systematic attack on 
the institution. The facts show that there could have been 
no such intention. The first reference to the matter is one 
of Sept. 2d, 1765, when we find the Board of Trade report- 
ing that the “situation and circumstances of the colony 
(Canada) have not hitherto been thought to admit of a house 
of Assembly,” but that the only objection they can find is 
the diffculty in regard to admitting Catholics as members.’ 
No further mention is made of this, and the next important 
ofhcial document is the report on Canadian affairs by 
Solicitor General Wedderbourne, Dec., 1772 (referred to 
above), which sets forth very clearly the main reasons for 
withholding an Assembly. He contends that it is at pres- 
ent wholly inexpedient to form one in Canada, on account of 
the peculiar difficulties presented by the religion of the 
great mass of the inhabitants. To admit the Roman Catho- 
lics to seats in it would be a dangerous and unconstitutional 
experiment, and would lead to inexhaustible dissensions 
between them and the old subjects, while to exclude them 
would cause a feeling of inequality and a fear of being 
exposed to injustice. The question of the franchise is 
involved in equal difficulties; for to deny it to the Canadians 
would leave the Assembly no more representative than a 
Council, while to grant it indiscriminately would be offensive 
to the upper classes, and not beneficial to the lower. On 
these grounds he advises, instead of an assembly, the form of 
government by a large appointed Council that was actually 
established by the Quebec Act. For the public attitude of 
the Ministry in this matter we may go to the debate in the 


‘Can. Ar., Cal. Hald. Coll., p. 94. 
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Commons on the Quebec Act itself... The main impression 
which a study of this spirited and protracted debate leaves 
with us as tothe point, is that the Opposition were very care- 
ful zo¢ to press for an immediate Assembly, and that the 
Ministry was very careful to defend its withholding of it 
purely on the grounds, (1) that it would be unjust to exclude 
from the franchise the French Roman Catholic majority, and 
(2) that it would be unsafe to admit it. Attorney General 
Thurlow asserted without contradiction that no one had 
claimed that it was at present fit to give an Assembly to 
Canada; and Fox admitted that he would not explicitly 
assert that such a step was then expedient. Lord Beau 
champ, a Government supporter, affirmed that no member 
had advocated the appointment of a council because of the 
conduct of the popular assemblies in America, or had ven- 
tured to say that an assembly would always be advisable. 
Itis evident, on the whole, that the Opposition could not offer 
a solution of the difficulties that were in the way, and that 
the Government, whatever secret motives may have influ- 
enced it, was quite able to defend its position by pointing to 
these difficulties. It would be more correct to say, however, 
that the Quebec Act deferred than that it dented an Assembly ; 
for the words are “ whereas it is at present inexpedient.” 
There was not at any time any serious question of the per- 
manent refusal to the Canadians of representative institu- 
tions;* and the position of the Government was clearly 
stated by Lord North in the following terms: ‘“ That it is 
desirable to give the Canadians a constitution in every 
respect like the constitution of Great Britain, I will not say ; 
but I earnestly hope that they will, in the course of time, 
enjoy as much of our laws and as much of our constitution 
as may be beneficial to that country and safe for this. But 
that time has not yet come.” To sum up, it is quite prob- 


'Cavendish’s Report (London, 1839). 


* It is impossible to believe that the administration could have supposed that 
the province could long be satisfactorily governed by a Legislature which had 
only municipal money powers and which was expressly prohibited from making 


effective, even for a day, any enactment imposing a greater punishment than 


fine or imprisonment for three months. See Quebec Act, sec. XIII, XV. 
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able, as I have said above, that, before establishing repre- 
sentative institutions in Canada, the Ministry wished first to 
have settled the difficulties to which the assemblies in the 
other provinces were 


giving rise. But I see no ground for 
coing further. The Ministry was encouraged to delay 
representative institutions, because it was assured by the 
Colonial officials that the great body of the French Cana- 
dian people had no desire for them, and could safely and 
perhaps beneficially be left without them for a few years to 

yme; but there is no evidence to show that this delay was 
intended as the first step of a system of oppression which 
was ultimately to be extended to the other colonies through 
the instrumentality of the docile slaves that had been 
secured in Canada. 

Finally, we have to examine the subject of the extension of 
the bounds of the province. The Proclamation of 1763 limited 
it to an area of not more than 100,000 sq. miles along the 
central St. Lawrence, and, as thus fixed, it remained until 
1774, when the Quebec Act restored to it the regions ex- 
tending to the Ohio and Mississippi over which the French 
had exercised sovereignty. The curtailing was from the 
beginning a prominent subject of complaint among all 
classes of the inhabitants, on the ground that thereby great 
injury was done to the Canadian fur trade on the West and 
to the Canadian fisheries on the East. The action was never 
regarded as final, however, and was intended to be forthwith 


supplemented by special provisions for the government of 


g 
the Western territory. Owing to the general inattention to 
Canadian matters, and to the unstable nature of the admin- 
istrations of the day, these provisions were never made, and 
on the eve of the Quebec Act (Dec. Ist, 1773), Dartmouth, 
Secretary of State, writes that “there is no longer any hope 
of perfecting that plan of policy in respect to the interior 
country which was in contemplation when the proclama- 
tion of 1763 was issued.’” That plan, as we learn elsewhere,’ 
Was the institution of a semi-military government admin- 


Can. Ar., Q. 9, p. 157. ' 


* Can. Ar., App. to Carleton’s Instructions, 2975. 
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istered in a summary manner by a superintendent and 
deputies, and intended almost solely for the regulation of 
the fur trade. And here we have the key-note of the 
Imperial policy in this matter throughout. The Province 
of Quebec was curtailed in 1763, and extended in 1774, not 
through insidious designs against the other colonies, but 
mainly, if not entirely, from considerations connected solely 
with the Indians and the fur trade. This would be more 
clearly seen if my space allowed me to show the importance, 
or supposed importance, of this trade to Great Britain, and 
its exceptional relations to Canada and its government. 
It had been the mainstay of the French government in 
Quebec, and there can be no doubt that the provisions of 
the Proclamation of 1763 were mainly due to regard for it. 
In the debate in the House of Lords in 1775 as to the repeal 
of the Quebec Act, Shelbourne, formerly Secretary of State 
(in favor of the repeal), used the following languag: 
“The peltry or skin trade isa matter... . of the last im- 
portance to the trade and commerce of the colonies and this 
country. The regulation of this business has cost His Majes- 
ty’s ministers more time and trouble than any one matter | 
know of.’” 

It will be readily seen that the general relations with 
the Indians were closely and inextricably bound up with 
the trade, and that anything which affected the latte: 
was likely to have the most essential bearing on the dis- 
position of the savages. This fact had been pressed home 
by the Pontiac outbreak of 1763, and hence perhaps the 
special measures then meditated. In the delay of effective 
regulations from 1763-1774 the trade was subject to a vari- 
ety of injurious impediments. It became every year mor¢ 
and more disorganized and unproductive, and complaints as 
to the insecurity of life and property throughout the trading 
grounds daily increased in volume and vehemence. March 
3d, 1783, Gage, Commander-in-Chief, was ordered to bring 
to England everything required to explain, “as well the 
causes as the effects of those abuses and disorders which in 
some of your former dispatches you say had prevailed toa 


' Parl. Hist. XVIII., 671. 
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creat degree of enormity in that country.’* The result of 
the consideration of the matter was that it appeared to the 
Ministry that the whole territory must be annexed to some 
existing civil government. To have kept it separate would 
have meant merely the continuance of a military or semi- 
military control, sure to be productive of friction with the 
other provinces and of discontent on the part of the various 
small settled communities throughout the region. And hav- 
ing reached this conclusion, it was inevitable that the Im- 
perial authorities should choose for this purpose the Province 
to which (it was assumed) the region had before belonged, 
and from which it could be governed most easily. We are 
brought, then, to the conclusion that on this point, as on the 
others, whatever may have been the secret designs of the 
administration, it was able to put forward what seemed 
ample justification for its measures. Lord North in the 
Commons upheld the extension of Quebec as made simply 
n the interests of the fisheries in the East, and of security to 
life and trade inthe West; and even the Opposition speakers 
who hinted at the “secret designs” of the bill did not point 
to that extension as proof of them. 

From the above examination we must at least acknowledge 
that, if the Quebec Act was dictated by hostility to the 
growth and liberties of the other colonies, its authors took 
unusual pains to keep its real purpose hidden. But why 
should such concealment have been thought necessary ? 
This same government had just carried through three bills 
f the most stringent and repressive nature, striking, to the 
popular view, heavier blows at American freedom and 
growth than anything contained in the Quebec Act; and in 
these measures it had found itself backed by a consistent and 
overwhelming support both in Parliament and in the coun- 
try. Why should they now have scrupled to say that they 
were also taking measures of precaution in Canada? The 
government of that day was not an enlightened one, and 
would have been well content to secure popular support, 
without looking to the future; and it might well have con- 


* Can. Ar., Cal. Hald. Coll., p. 232. 
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cluded that the preserving of the fur trade and the vast 
regions of the West from the encroachments of the rebellious 
colonies would have proved a popular measure. Rathe: 
than concealed, indeed, we should expect to see this feature. 
if occupying a prominent position in the ministerial mind 
put forward with prominence. We should expect it to hay: 
been used to explain and defend before a bigoted public that 
apparent establishing of the Popish worship which so arous: 

the horror of the Continental Congress, and which was as 
unpopular in England as in America. That it was not s 
used must be considered as strongly corroborative of th 
position I have taken in this paper. 

A concluding word as to the Quebec Act in general. Its 
genesis and results are worthy of close examination, and in 
another place I shall attempt te give reasons for the belie 
that instead of being the chef d’auvre of political wisdom it 
has usually been considered, it is really one of the most dis 
astrous measures in English colonial history. It was not 
popular in England ; it was detested in America; it was not 
called for or welcomed by the Canadians; it was as useless at 
the time as it has since proved injurious. It can be shown 


the French Canadians to British rule, and that the ill-timed 
intolerance of the Continental Congress had very little to do 
with the ill success of the invasions of 1775-6. Canada was 
preserved to Great Britain not through the Quebec Act, but 
almost in spite of it. The controlling forces at this critical 
point in American history were the mismanagement of the 
revolutionary cause, and the vigor and ability of the British 
leaders. 
VicTOR COFFIN. 


University of Wisconsin. 
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SOME EFFECTS OF FALLING PRICES. 


HE strength of the bi-metallic movement, as of the 

silver movement and all inflationist measures, lies in the 
wide-spread belief that rising prices are a good thing and 
falling prices a bad thing. An increase of the volume of 
money is not desired for its own sake but for the sake of 
raising general prices. Hence when the bi-metallists com- 
plain of the scarcity of gold and the dethroning of silver, it 
does not satisfy them to point out that both gold and silver 
have been increasing in our country since “ the crime of '73,” 
and that even the per capita volume of the currency is 
greater than at any time during the greenback inflation of 
the civil war. They still claim that, as long as prices are 
allowed to fall, the currency is less than it should be and than 
it would be under the free coinage of silver. We must study 
prices as the end, therefore, rather than the volume of the 
currency as the means to the end, though in current discus- 
sions the two are often spoken of as synonyms, and even 
careful authors seem to assume that higher prices necessarily 
follow an expanded currency. How very far this is from 
being true has been abundantly shown by Dr. S. McLean 
Hardy in the Journal of Political Economy for March, 1895, 
and there is.no need of repeating that argument here. The 
object of the present paper is rather to look only at the 
movement of prices, regardless of its causes, and to examine 
what classes of the population are affected by such changes, 
and how they are affected. But as all generalizations on such 
a subject are very unsafe, unless carefully qualified, no effort 
will be made to deduce general laws of universal application. 
This paper will confine itself to a study of the United States 
intheir present stage of development. Some such restric- 
tion of the subject is very essential. For, as will be shown, 
a good deal of the misconception on the subject comes from 
the habit of transferring to modern conditions what may 
have been true in more primitive circumstances, and of 
making sweeping assertions on a very small basis of fact. 
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The idea that a gradual increase in the money volume of a 
country is a good thing, is nonew one. Hume expounded it 
at length in an essay printed in 1752. Sir Archibald Allison 
took a more extreme view, while practically all modern 
bi-metallists advocate the same thing, some for one reason, 
some for another. Hume’s principal argument was that an 
increase of money stimulated trade. The illustration that 
he uses shows what he had in mind.’ It was that, if new 
money was brought into the country, it would be turned into 
capital and so would aid production, since he assumes the 
stimulus to take place defore prices have been raised. But 
he himself gives the best answer to this in another essay, 
where he takes pains to prove that an increase of money 
does not lower the rate of interest, because it does not 
increase capital. But if it does not increase capital, then it 
cannot stimulate production in the manner described. In 
other words, it is precisely by raising prices, but raisin 
them unequally, that the effect is produced. 

Recent bi-metallist authors desire, as stated above, a cur- 


+ 


rency depreciating in value rather than increasing in volume, 
but they do not all give the same reasons. Some lay especial 
stress on the fact that higher prices stimulate speculation, by 
giving the entrepreneur, the manufacturer, and the merchant 
a kind of a bonus, which is added to the price of his goods as 
they pass through his hands. This is apparently what Prof. 
Wagner means when he says: “ Recent experiences with 
gold in 1848, 1851, etc., with paper-money after heavy issues 
have given the proof: increase of the volume of money and 


|“ Here are a set of manufacturers or merchants, we shall suppose, who hav 
received returns of gold and silver for goods, which they sent to Cadiz. The) 
are thereby enabled to employ more workmen than formerly, who never dr 
of demanding higher wages, but are glad of employment from such good pay- 
masters. If workmen become scarce, the manufacturer s higher wages, | 
at first requires an increase of labour; and this is willingly submitted to by 
artisan, who can now eat and drink better, to compensate his additional toil and 
fatigue. He carries his money to market, where he finds everything at the sam¢ 
price as formerly, but returns with greater quantity and of better kinds, fo 
use of his family. ...... It is easy to trace the money in its progress through 
the commonwealth ; where we shall find, that it must first quicken the diligenc 
of every individual before it increase the price of labour.”—Essays and Trea- 
tises on Several Subjects, ed. of 1784, Vol. I, p. 304. 
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rising prices act as a mighty spur to production.” Others 
emphasize more the socio-political effects, i. e. the influence 
exerted on the distribution of wealth among different social 
classes. 
Thus Dr. Arendt, in his controversial article, criticizing 
, the socialists for their adherence to the gold standard, 
{ explains that, while the diminution of the value of money 
y tends to raise prices and bring about a general activity of 
business, ‘‘a rise in the value of money signifies a fall of . 
- prices. While the raw material is being worked, its price falls, 
t so that the finished goods sufferaloss. The sale is hindered, 
the chances for work are small, wages fall. . . . In the rela- . 
y tions between creditor and debtor the debtor suffers a loss. 
it | _.. Aconstantly increasing quantity of goods and a con- | 
it stantly growing expenditure of labor is necessary to satisfy h 
n the creditors. Bankruptcy is the end of it. If we are put 
o before the alternative of injuring either the creditor or the 
debtor, the latter, as the weaker class, must be first pro- 
r- tected, though an intentional injury to the creditors would 
also offend economic justice.” And Prof. Wagner deplores 
al the ruin of the farming class, which 1s threatened through the 
yy difficulty of meeting their mortgages with falling prices.’ \ 
it President Andrews says that the recent fall of prices has \ 
as been “an absolute and unmitigated curse to human civiliza- f 
tion. ....... None profit from it but such as are annui- 
th tants without being producers; and we may be sure that no 
es civilized state is going to legislate to keep prices falling, 
nd when it is once seen, as it must soon be seen, that the fall 


injures all but the very few unproductive people who live 

upon their incomes.” * 

These citations bring out two quite distinct considerations. 

1y- One is that rising prices stimulate trade, and hence produc- 
tion; the other that they lessen the burden of debt and hence 
help certain classes, either the productive at the expense of 


the unproductive, or the weaker at the expense of the 


uch ' Die neueste Silberkrisis und unser Miinzwesen, p. 79. 

* Die neueste Silberkrisis, p. 79. 

*An Honest Dollar, p. 61. ) 
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‘ | stronger. In other words, rising prices are useful in their 


effects both on the production of wealth and on its distribu. 


tion. 
That any inflation stimulates speculation may be conceded. 


2h But that such stimulus is either needed or desired is open 
: | at least to very grave doubt. When we consider the readi- 
- ness with which new and hazardous enterprises are entered 
\/ into, the large amount of business that is done on borrowed 
l i capital, and the number of failures that result from insufh- 
; Lf cient capital, amounting in the United States to about one- 
i! third of the number,’ it seems reasonable to hold that this 
country needs some check upon speculation quite as mu 
as a stimulus. 
It may be further questioned whether the kind of com- 
mercial activity that results from inflation is the surest possi- 
: ble index of a country’s real prosperity. Since the panic 
1873, €. g., our country has not gone through any such era « 
speculation on rising prices as preceded that panic. The 
| tendency of prices during the greater part of that perio 
has been downward. Yet there are plenty of indications ot 
steady and substantial increase in wealth and in the comiort 
- of the mass of the people. The savings-bank deposits, e. g 
have more than doubled in twenty years, as is shown by thi 
following table: 
,' | Bradstreet’s gives the following figures, showing the importance 
causes of failure with respect, first, to the total number failing, and then 
; { total liabilities of those failing in the United States: 
Percentace or N PEeRcenta I 
Incompetence .------- 16.3 | 18.6 | 16.4 | 14.1 | 12.3) 74) 104 
Inexperience ... -.... 4.7 5.2 6.1 2 3.1 3. | 1.2 $3 
' Lack of Capital.------ 39.2 32.5 | 33-5 | 346 32. | 27 19.8 25.8 
60.2 | 56.3 | 52.9 43.5 | 42.3 | 284) 38.3 
; —Bradstreet’s, Jan. 26, 1895 2 
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1873, So2 millions of dollars. 
1878, 879 ss 
1883, 1024 
1888, 1364 
1593, 1795 


The postoffice is often a good index of general pros- 
perity. In spite of a substantial lowering of the rates of 
postage, the revenue of that department has been as follows: 


1873, 22 millions of dollars. 
1575, 29 

1883 45 

1888 52 

1593, 


an increase of more than three-fold since 1873. 

Wages have been rising steadily in their purchasing power, 
which was probably never as great in our country as at the 
present time, and the consumption of sugar per capita has 
increased from 43 Ibs. in 1880 to 63% Ibs. in 1894. Such 
facts as these are truer indications of national prosperity 
than speculative fevers, followed by speculative collapses. 

But a more intricate and more important question is the 
effect of a change in the level of prices upon the distribution 
of wealth. For this cuts directly into the great social ques- 
tions of the day. And if it is really true that idle annuitants, 
and only idle annuitants, have gained by the late fall in prices, 
then certainly something is wrong, and whether bi-metallism 
be workable or not, some reform is needed. 

Before discussing in detail the social effects of our recent 
fall in prices, it may not be superfluous to point out that idle 
annuitants may perhaps have profited, without having prof- 
ited at any one’s expense. 

Suppose, for instance, that the purchasing power of an 
income derived from government bonds has increased so 
that the bond-holder can buy more with his interest money 
now than he could twenty years ago; it does not follow 
from this that anybody has lost. It may be, and I believe it 
has been, true that the increase in the productivity of indus- 
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try, owing to inventions and improved processes, has been 
so great, that the same amount of money can be earned with 
less exertion now than twenty years ago. This is undoubt- 
edly true as far as the wage earner is concerned. The wage 
receiver, or the school teacher, for instance, who mortgaged 
his house twenty years ago, and still pays the same interest, 
though he may give the mortgagee a greater purchasing 
power than he did when the debt was contracted, need not, 
himself, make as great an exertion to obtain that purchasing 
power. At the worst, the fall in prices would simply mean 
that the mortgagee has had a share in new wealth which 
otherwise would have gone to the debtor. It does not, 
therefore, by any means follow that because one class has 
gained another has lost. 

But let us examine more particularly who are the debtors 
of our country, how far they constitute a class by them- 
selves, and how their interests have been affected by th 
changes in prices since 1873. It is, of course, not possible 
to make an exhaustive statement which shall include all the 
debts of one kind and another existing at any one time ina 


country. Considerable sums are constantly being loaned by 
one friend to another, without any record or publicity. 
Pawnbrokers’ transactions also elude the statistician. Retail 
dealers are constantly in debt to wholesalers and jobbers, 
while practically all employers of labor are, excepting on pay 
day, constantly in debt totheir help. Thus, numerically, the 
wage-receiving class constitute probably the most important 
creditor class of the country, as has frequently been pointed 
out, though their debts run for short periods. But if we 
confine our attention to those debts whose amount can be 
ascertained with an approximation to accuracy and which 
have originated in an actual transfer of money or credit, 
as distinguished from services or goods, we may say that the 
“debtor class”’ includes six distinct groups. 


1. Corporations of various kinds, especially railroads. The 
extent to which corporations, apart from railroads, are in- 
debted is not easily ascertained. The bonded debt of the 
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railroads alone in 1890 was $5,105,902,025. The corporations 
or their stock-holders thus constitute a very important frac- 
tion of the “debtor class,’’ but whether they really are a 
class by themselves is doubtful, since in so many cases the 
same individual is both a stock-holder and a bond-holder. 
If he does not fill this double réle in one and the same com- 
pany, he is likely to be a debtor in one and a creditor in 
another. It is difficult to say, therefore, that the railroad 
bond-holders constitute a creditor class distinctly separate 
from the railroad stock-holders as a debtor class, except to 
this extent, that, inasmuch as bonds are usually considered 
a safer and less speculative investment, it is altogether prob- 
able that women and trustees for the estates of minors are 
more largely represented in the creditor class, while inde- 
pendent capitalists, especially those with large means, are 
more largely represented in the debtor class. 

To introduce legislation for the benefit of the debtors, 
therefore, would, as far as this class of debts is concerned, 
be to favor those who are best able to take care of them- 
selves. But apart from this, it is altogether probable that 
the free coinage of silver would injure rather than help a 
large fraction of the “debtor class’’ among the corporations. 
About 60 per cent. of the bonded railroad debt is payable in 
gold." As long as gold is the standard and all other money 
is at par in gold, no effort is made to require the specific 
payment of such contracts. But introduce the free coinage 
of silver, and it is probable that gold would be demanded in 
all those cases. It might then be very much harder for 
railroads to meet their obligations than it is at present. 


2. Next we have as constituents of the “debtor class” 
those who obtain discounts from the banks. The bank loans 
not secured by real estate amounted in 1890 to 3,135 millions 
of dollars.? This is, however, a debt which runs for a very 


See YALE REVIEW for August, 1894, vol. iii, p. 219. 


* This is made up of the following items: 
State and private banks, . ‘ $1,165 ,023,369. 
National banks, . I,970,022,687. 
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, | short time. The appreciation which the money might 


undergo between the time at which it is borrowed and the 


time at which it is repaid is small in itself, and absolutely, 


insignificant in comparison with the fluctuations in the rate 
| ii: of discount and the fluctuations in the price of the special 
“i commodity or line of commodities in which the individual 
+ customer deals. If, for instance, we take the weighted aver. 
/ , age of general prices givenin the Aldrich report’ as indicating 
i by its downs and ups the ups and downs of the value of 
; 1 j money, the extremes which that average shows since the 
{4 resumption of specie payments are found in the years 1882 
and 1892. In the former the average was 109.1, and in the 
u latter 91.7. This is about 17 per cent. in ten years or about 
.4 per cent. in three months. Even if this fall had been con. 
tinuous (which it was not) and assuming it to have been due 
Nb to a general scarcity of currency (which we are very far 
from granting), it is obvious that its importance is infinitesi- 
mal compared with the other changing elements which the 
| merchant or manufacturer has to take into account. The 
rate of discount alone fluctuates much more than this. To 
take what bimetallists call the steady and fatal fall of prices 
due to general conditions into account as one of the serious 
yi) elements in the profits of the entrepreneur, is almost as if the 
1} | engineer of an ocean steamer were to consider the gradual! 
i | cooling of the earth’s surface as one of the impediments to 

the speed of his boat. 

ria 3. After the bank customers come the banks themselves as 
t one of the great elements of the “debtor class” of the coun- 
| Dh try. It would be hardly fair to count the capital as one ot 
j 
'The diagram on p. Igt shows the general movement of prices and wages based 
upon the figures of Sen. Doc. No. 1394, of the 52d Cong., the so-called Aldric! 
: | Report. General prices are represented by the weighted averages given in Vol. | 
p. 9, and general wages, by the weighted averages on p. 14. The line showing the 
i purchasing power of wages is simply the quotient of the wage averages, divided 
by the price averages. The circulation of currency per capita, as given in the 


Finance Report for 1894, p. cxv, is reduced to a scale uniform with that used 
the rest of the diagram, $13.85, the figure for 1860, being represented by 100. 
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their debts, since this is a liability to stock-holders, or a debt 
of the right hand to the left. We cannot but consider it a 
mistake for the recent convention of the bankers of New 
York to specify their capital and even their surplus as a part 
of their debts. But they certainly are very large debtors to 
their depositors and to their note-holders. The banks ar 
therefore both creditors and debtors. If we take the banks 
of the whole country in 1890,—the year assumed for our 
comparison, we find their indebtedness to have been over 
2,734 millions... Thus, while the banks are great creditors 
they are also great debtors to the public. 


4. The governments, Federal, State, and local, come next in 
the enumeration of prominent members of the “ debtor class.’ 
According to the census estimate, the sum total of publi 
indebtedness in our country in 1890 was §$2,027,170,546. Th 
state means, for fiscal purposes, the taxpayers. They are th: 
ones who profit if the debt is lightened, and suffer if it is 
aggravated. But it can hardly be said that in our countr\ 
the burden of taxation due to public debt has been particu- 
larly severe. From 1880 to 1890 the interest on the total 
debt, Federal, State, and local, fell from $2.95 to $1.51 
per capita, while the average rate of interest for the 
whole has fallen from 5.24% to 4.85%.’ And in no part of the 
country has this fall been greater than in some of thos 
Western States whose citizens are clamoring most loudly fo: 
relief from the burden of debt. In Kansas, e. g., the average 
% in 1880 to 6.04% in 1890; in 


7; 
%. figures extended overa 


rate of interest fell from 7.5 
Nebraska, from 8.85% to 5.95 


1 This is made up of the following items, given in the report of the Comp- 


troller of the Currency for 1890, pp. 79 and 121: 


$1,017,479,029. 


Deposits, State and Private Banks, Loan and Trust Co.’s, 
Deposits, National Banks, ‘ 1,594,193,245. 


$2,734,600,358 


Total, 


* Compendium of the Eleventh Census, Vol. II, p. 458. 
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longer period, the fall would doubtless appear more striking. 
But let us confine our attention to the years for which we 
have figures. The average prices in 1880 were 104.9, in 1890 
93.7, a fall of over If points, or an increase in the purchasing 
power of money of about 11%. The amount of money which 
Kansas had to raise in 1890 to meet the interest on a given 
debt was 20% less, and that which Nebraska had to raise 
32% less than in 1880, while for the country as a whole it was 
over 7% less. 

This general fallin the rate of interest is certainly a fact 
which should be taken into account when we speak of the 
losses suffered by the debtor through the appreciation of the 
standard of value, whether there is any causal connection 
between the two or not. There is, however, very good 
reason for believing that there is a relation, even though one 
may not be the cause of the other. It is more than probable 
that both are effects of the same cause, viz: the great 
increase in the productive powers of man by new inventions 
and discoveries. It is this great increase in and cheapening 
of production which has caused the prices of many commodi- 
ties to fall. And this increase in production has also caused 
such an increase in that saved product, which we call capital, 
as to lower the rate of interest. 


5. The last and the most important ones to be considered 
in this muster of the “debtor class” are those who have 
borrowed money on mortgage. But they really consist of 
two quite distinct classes, owners of city land and owners of 
farming land. The former aggregated in 1890 $3,810,5 31,354. 
How far has the burden of city mortgages been increased 
by the fall in prices? The often quoted averages of the 
Aldrich report do not include land or rents. And it is 
land which must supply the means of meeting mort- 
gage indebtedness. But city land has, as every one 
knows, risen largely in value during recent years. The 
assessment figures are but a poor guide to the real value of 
real estate, and we can be quite sure that they understate 
rather than overstate the increase in value. Yet even they 
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show that the value of land in the United States as a whole 
has risen in ten years from 13,036 millions of dollars to 
18,933 millons, and from $260 to $302 per capita.’ A large 
share of this increase must be credited to the cities, and 
has gone in the form of “ unearned increment”’ to help 
lighten the burden of city mortgages. At the same time 
the average rate of interest fell from 6.69% in 1880 to 6.16: 
in 1890.’ As, moreover, the average life of mortgages on 
lots during that period was only 4.75 years,’ it is clear 
that mortgagers have had abundant opportunity to take 
advantage of the low rate, even when they have been 
obliged to renew their mortgages upon expiration. 


6. The owners of mortgaged farms are not in as favorable 
a situation as the owners of mortgaged city lots. They 
constitute the class whose condition deserves the most 
sympathy, and on whom the decline of prices has probably 
borne most severely. Yet they do not constitute the whole 
or even a very large fraction of the debtor class. In_ 1890, 
the mortgages on acres aggregated $2,209,148,431, but the 
encumbrance on farms is given as $1,085,995,960, distributed 
among 886,957 families.*. And in their case, too, the fall in 
the price of their products has been counterbalanced by the 
fall in the prices of other things, and by the fall in the rate 
of interest. Agricultural products have shown considerable 
fluctuations, but their level in 1891 was higher compared 
with 1873 than that of commodities in general. The rate ot 
interest fell during the decade from 7.62% in 1880, to 7.36% in 
1890. A longer period would doubtless show a more marked 


fall. Finally the average life of a mortgage on acres has been 
but 4.54 years,® while in the Western and Southern States it 


1 Census Bulletin 192, p. 4. 

? Extra Census Bulletin No. 71, p. 34. 
* Extra Census Bulletin No. 71, p. 14. 
* Extra Census Bulletin 98, p. 12. 


‘Extra Bulletin 71, p. 2. 
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is still less—in Kansas 3.663 years, and in Nebraska 3.78 


wt 


years.’ 

But if we would interpret this debt we must take into 
account the objects for which it has been incurred, and the 
census figures show that 83% was for purchase money, 
improvements, business, and the purchase of the more dura- 
ble kinds of personal property.’ Thus all but a small per- 
centage of the mortgage indebtedness has been incurred by 
people who did not have capital enough to buy and stock 
their own farms. The ability to borrow has enabled them 
them to be independent farmers instead of tenants. 

That the farmers in many parts of our country have been 
suffering can hardly admit of doubt. They have suffered 
from the competition of India, Argentina, and Russia; from 
drought and other climatic vicissitudes, and last of all the 
trolley car and the bicycle have come in to lower the prices 
of their horses. But how would an inflation of the currency, 
such as would be produced by the free coinage of silver, 
help them ? 

The manner in which it is supposed to work can best be 
illustrated by a hypothetical case. Let us take the average 
indebted farmer who has a mortgage of $1,000 on which 
he pays 7% interest. Suppose the value of his crop to be 
$1,500. If he has trouble in paying his interest, as he 
claims, his operating and living expenses, including the 
$70 interest, must be nearly equal to his income. Let 
us assume that his expenses are $1,400. Now on the 
theory of the inflationists, if the currency were doubled 
under the free coinage of silver, his price would be doubled, 
bringing him $3,000 instead of $1,500. But what assur- 
ance has he that his expenses will not also be doubled? 
As far as commodities are concerned, they are likely to rise 
quite as fast as, if not faster than, hisincome. Ifso, his margin 
would be only raised from $100 to $200, a small sum com- 
pared with the principal of his debt. The only method by 


' Extra Bulletin 71, p. 14. 


* Extra Bulletin 98, p. 3. 
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which he might hope to increase this would be to keep down 
the wages that he pays to his help. Inthis way the indebted 
farmer might for a time help himself at the expense of the 
wage-receiver. Therefore, assuming the most favorable 
case possible, the farmer would make but a small gain, and 
that temporarily. For on account of the short time which 
mortgages usually run, the farmer would not reap the full 
benefit of cheap money, unless he could save enough to pay 
off his debt in a very short time, because if he wanted to 
renew he would be charged a higher rate of interest, propor- 
tional to the expected depreciation of money. 

The reason that so many of the mortgages and ground 
rents in Western cities are now made payable in gold, is that 
better terms are secured, and the rate of interest would 
undoubtedly rise at once, if the free coinage of silver were 
introduced. Now it so happens that in the States which 
are supposed to be most clamorous for free silver the av: 
age life of mortgages is the shortest, in some running 
as low as 2% years and less. That means that in these 


</2 


States ™% or of the entire indebtedness falls due 


each year and would be subject to renewal on more 


) 


onerous terms, unless the owners could pay it off, whil 
all new loans, unless made in gold, would be made at 
a higher rate of interest. At best, therefore, the farmer 
would make but a small gain, and this he would make not 
entirely at the expense of the mortgage-holder, but partly 
also at the expense of the wage-receiver and partly at that 
of other farmers, who might want to borrow. 

This antagonism between the landed interests and the 
wage-receivers is well understood in Germany, where the 
Socialists, as representatives of the wage-receivers, find it for 
their interest to support the gold standard, as against the 
Agrarians, among whom the silver party finds many of its 
adherents. 


If we turn now to take a glance at the “creditor class,’ 
we shall find it even more difficult to make a complete cata- 
logue, but we can find enough to decidedly modify the cur- 
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rent notion. It contains, of course, the banks of discount, 
who are both creditors and debtors. It also contains the 
depositors in savings-banks, whose funds are in the main 
invested either in mortgages orin bonds. The total deposits 
in 1890 were $1,524,844,506, distributed among 4,258,893 
persons, making an average of $358.03 for each depositor. 
The savings-bank deposits alone represent more than half as 
much again as the farmers’ debt, owned by five times as 
many persons. 

To what extent the funds of widows and orphans, and the 
funds of charitable and educational institutions are invested 
in bonds and mortgages can only be guessed at. It certainly 
must be very great. President Thwing estimates that the 
colleges have some 80 millions invested in bonds and 
mortgages.’ The investors in building and loan asso- 
ciations with assets of $450,000,000 also belong to the 
creditor class, as well as policy-holders in life, fire, and acci- 
dent insurance companies. Their credits are, to be sure, 
contingent, while their debits to the companies are fixed. 
They might seem, therefore, to gain more than they 
lose by rising prices, and they do as a whole. But the 
cwains and losses are so distributed that the loss falls on the 
victim, precisely at the time at which he is least able to 
bear it. The man whose house does not burn down would, 
under free coinage, have the advantage of paying his premi- 
ums inacheap money. The man whose house does burn 
down would have to accept a cheap money in payment for 
his insurance and rebuild under inflated prices. The amount 
thus involved in the whole country is very considerable. 
The fire losses alone amount to over $100,000,000 a year, 
and the losses of life insurance companies to $137,000,000. 
The annual interest charge borne by encumbered farms was 
in 1890, $76,728,077.2. Thus the fire losses alone, exceed 
by nearly one third, the interest paid by farmers. 


“ For one sweet grape, who will the vine destroy.” 


‘The Forum, June, 1895, vol. xix, p. 439. 


* Extra Census Bulletin, No. 98, p. 19. 
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And the shrewd populist, who flatters himself that by the 
free coinage of silver he can force his creditor to take a 
depreciated money, would see the question in a new light, 
if his house or barn were to burn down and he found himself 
obliged to take the same kind of money from his insurance 
company. 

In the same class with policy-holders must be placed the 
members of numerous benefit societies and fraternal organi- 
zations, Masons, Odd Fellows, Foresters, etc., as well as 
members of trade-unions which give benefits for sickness, 
loss of tools, and other misfortunes. The amount thus dis- 
bursed in the course of a year to the unfortunate must 
amount to many millions. 

Finally in addition to the creditors in the usual sense of 
the word, the entire wage-receiving and salaried class is ben- 
efited by falling prices, not as creditors, but owing to the 
fact that wages and salaries do not usually respond to 
changes in the currency as rapidly as the prices of commod- 
ities. Indeed, since the resumption of specie payments, the 
tendency of wages in our country has been steadily upward 
in spite of falling prices. Pensioners, who represent an 
annual income of some $140,000,000, are likewise interested 
in low prices. 

To sum up the results of this inquiry, the ‘“ debtor class ’’ 
includes among others six well defined groups, with an 


indebtedness in 1890 as follows: 


Millions 
Borrowers of 
Banks [Deposits and Circulation].....------.. 2,027 

319,021 


The “creditor class”’ includes besides the rich investors, 
“gold bugs” and “ bloated bondholders :” 
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Millions. 
Depositors in Savings Banks 
Depositors and note holders in banks of discount 2,734 
Banks [discounts] 
Institutions of learning 


In addition to these, the following are interested in falling 
prices for one reason or another : 
Policy-holders in insurance companies. 
Members of benefit societies, fraternities, trade-unions. 
Wage-receivers and salaried people. 
Pensioners. 

This enumeration does not pretend to be exhaustive, but 
it goes far enough to show that the question of high or low 
prices is not settled by simply assuming that the debtor 
class includes the industrious and poor, and the creditor 
class the rich and idle. The interests are, on the contrary, 
curiously intermingled. For on the side of the struggling 
farmer, who thinks that inflation will lighten his debts, are 
mustered the great railroad corporations and the govern- 
ment, while on the side of the idle annuitant stand the col- 
lege, the charitable institution, the savings-bank depositor, the 
beneficiary of insurance and benefit associations, the policy- 
holder in insurance companies, the trade-unionist, the pen- 
sioner, the day laborer, the mechanic, and the school teacher. 

Instead of its being true that only idle annuitants have 
profited by the fall in prices, they have not profited at all, if 
we take into account the fall in interest and the losses 
suffered through bankruptcies and defaults. Here we can 
give only approximate figures. But the rate of interest 
received by an investor in U. S. bonds is a pretty fair indica- 
tion of the general rate, and this has fallen from 5% per cent. 
in 1873 to 25g in 1892, or 52 per cent., while prices have fallen 
during the same period from 129 to 91.7 or 29 per cent. If 
the fall in the rate of interest realized on United States bonds 
may be taken to fairly represent the fall in the general rate 
on long term investments, then the idle annuitant, who 
inherited in 1873 a fortune in greenbacks and lives on the 
proceeds, would find that, while the purchasing power of his 
money had increased in nineteen years by 29 per cent., the 
number of dollars which he was able to draw as interest had 
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declined 52 per cent.’ If we add to this the losses suffered 
by default, the position of the idle annuitant is not so very 
eligible after all. Here again we cannot give exact figures. 
But it is estimated that the railroads now in the hands of 
receivers have outstanding securities aggregating $1,354,000,- 

)., or about one-quarter of the total bonded railroad indebt- 
edness. If this is the case, it is evident that a considerable 
allowance must be made for bad debts in estimating the 
income of the man who lives on invested funds. These 
losses cannot, of course, be attributed to the fall in prices, 
but they are one incident in the condition of the investor 
which should be taken into account, when we consider the 
veneral effect of the economic history of the past twenty 
years. 

The class which has probably gained the most from falling 
prices during this period is the wage-receiving class, for 
they have had an increase in income, and (barring rent) 
have enjoyed falling prices. And it is this class which would 
probably suffer the most, if the currency were to be suffi- 
ciently inflated to raise prices 

Henry W. FARNAM. 


Yale University. 


' The first part of this statement is based on a table, made by Mr. E. B. Elliott, 
government actuary, and printed with a letter of Mr. Edward Atkinson in 
Bradstreet’s for July 31, 1886; the latter part is based on a computation made by 
the writer. The following table is constructed by taking Mr. Elliott’s figures, 
based on the price of U. S. 6’s of 1881, for the years 1862 to 1877, and supple- 
menting them by calculations based on the opening price on the first of each 
January of 4’s of 1907. Its facts are shown in a graphic form in the diagram 
yn page 200, 


RATE OF INTEREST REALIZED BY AN INVESTOR IN U. S. Bonps. 


Per Cent. Cent. , Per Cent. 


r685........3% 
1864....-.-- 9.9 1575--------4.9 1887........24 
1894....-...2% 

1884........25% 

14 
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The Commonwealth and Protectorate. By Samuel Rawson Gar 
diner, Vol. I, 1649-51. London and New York, Longmans 
Green & Co., 1894—S5vo, 515 


yD. 


PI 
The student of English history opens a new volume of Mr. 
Gardiner’s monumental work with the keenest anticipations of! 
pleasure. The topic itself is interesting ; the leading personages 
are among the great men in the world’s annals; and the period 
Was most important in the constitutional development of the 
English peoples in the Old and New Worlds. The student al 
finds that problems to which he has given weeks of study without 
approaching a solution are here solved for him by a master of the 
manuscript sources of British history. Of course, with the his 
torian “seeing is believing,” and nothing less will satisfy ; but 
one reposes the very greatest reliance in Gardiner’s judgment 
and fairness. Next to the actual handling of a manuscript is ; 
narrative based upon it from his pen. No one can cease to 
regret that Mr. Froude, the historian of the period just preceding 
that which Gardiner took for his life-work, should have been s 
utterly wanting in these qualities. On the other hand, how greatly 
one misses Froude’s literary cunning in Gardiner’s work. It 
would almost seem as if the historian and the man of letter 
belong to two distinct species of scholars. The earlier volumes ot 
the work under review are hard reading, portions of them ar 
very tiresome reading. There is a lack of the imaginative power 
which marks the great writer. Many phrases and ideas re 
again and again to dull the interest and chill the reader's appe- 
tite. Then, too, one feels that his author is constrained—is always 


holding something back. In his desire to be fair to both side 


= 


Mr. Gardiner has been unfair to himself. In this volume, hoy 


ever, he strikes out a new path. He is no longer describing tl 
struggles of contending Englishmen; he is now depicting the 
mastery of Irishman and Scot by an Englishman of overpowering 
genius for war, at the head of one of the most splendid armies the 
world has ever seen. There is now a dash and vigor in the nar- 
rative altogether foreign to the other volumes. 

The greatest objection to Gardiner’s whole work is the per 
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nacity with which he confines himself to the surface politics of 
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to 


the time. Of the growth of the English people during these 
years there is hardly a word. One gets almost no knowledge of 
the real life of the Long Parliament, of the motives and methods 
f the leading spirits of the ‘“* New Model,” or of the tremendous 
change in ideals and in modes of living which so abundantly 
marked the first half of the seventeenth century. The most im- 
portant question for the historian of that epoch to solve is the 
reason—the underlying cause, of the change which separates the 
England of the Second Charles’ time from the England of Eliza- 
beth. To these and to similar questions we get no answer here. 
Once in a while we gain a glimpse of the life of the times, as 
when the adventures of Lady Verney in search of a lost estate are 
described. Are we to understand that the Verney Memoirs, 
which are in print, are unique? Are there no collections of let- 
ters and diaries in the Record Office, or in the British Museum, 
or in private collections which would throw light on these 
matters? If there isno such material, we shall never understand 
the history of this most important period: if there is such 
material, it surely was Mr. Gardiner’s duty to explore it for the 
benefit of students and readers. 

Another cause of complaint with the method pursued by our 
author is to be found in the slight aid he has given to those who 
wish to go beyond his volumes and to study the sources them- 
selves—not necessarily to test Mr. Gardiner’s accuracy, but to 
explore the topics just mooted. Ina preface of one and two- 
thirds pages he tells us that he has used certain papers and has 
thought fit to cite two books by their short titles. But of the 
nature of the contents of these books and collections of manu- 
script and of the reliance to be placed upon them he tells us next 
to nothing. One of the works mentioned as being cited by its 
short title is Wishart’s Res Geste ; but as to the credibility or 
otherwise of Wishart we are told absolutely nothing. In some 
of the foot-notes scattered through the volumes more informa- 
tion is given—but valuable bibliographical aid, such as Mr. 
Parkman and Mr. Winsor have rendered succeeding generations, 
is not here. . 

The volume now under review includes the history of the 
critical period following the execution of Charles I. to the crush- 
ing defeat of Charles II. at Worcester. It may as well be said 
here that the teacher of history is rejoiced to find so many of the 
stories of the younger Charles’s romantic escape after that disaster 
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have stood the test of even Gardiner’s researches. He is also 
rejoiced to find, to return to the beginning of the volume, that 
Lady Carlisle, who had thrown over all parties in the state from 
Strafford to Pym, was at last brought to book. Suspected of 
holding the keys to a royalist plot, she was shown the rack. The 
effrontery which had served her so long now deserted her, and 
she offered “to confess whatsoever they will have her.”” She was 
not put on the rack ; and, as a matter of fact, torture—except asa 
means of compelling men to plead—seems to have disappeared 
with Bacon and Coke. 

Chapters IV-VI deal with the “ Cromwellian Settlement” of 
Ireland. To this melancholy story little that is new has been 
added Mr. Gardiner has, however, overturned the horrible 
stories of using children as bucklers and killing women in cold 
blood which the * buffooning’’ Thomas Wood served up for the 
probable purpose of terrifying his mother and his scholarly though 
possibly gullible brother, Anthony Wood. The massacres of 
Drogheda and Wexford were horrible enough without any su 
false additions. It is to be noted that Cromwell did nothing in 
Ireland which Wellington—himself born in Ireland, did not 
justify one hundred years later. Cromwell explicitly denied, 
quote from our author, “that any civilians were killed in Ireland 
without an attempt to punish their murderers. . . . . ‘Give 
us,’ he wrote, ‘an instance of one man since my coming int 
Ireland, not in arms, massacred, destroyed, or banished, concern 
ing the massacre or destruction of whom justice hath not been 
done, or attempted to be done.’”” Probably Cromwell regarded 
Roman Catholic priests with crosses and beads as forming an 
important part of the armed forces of the enemy. Otherwise the 
statement just quoted seems to be entirely borne out by the facts 
The evils of the “settlement” were due more largely to the 
legislation of the Long Parliament than they were to Cromwell 
Nevertheless, the Irish Nationalists of the present day in alliance 
with the English Radicals—the real successors of the Long 
Parliament—are now protesting against the erection of a statue 
to the Great Oliver! 

Another interesting episode, treated in the present volume, is 
the last campaign and death of a man whom the world, especiall) 
the gentler portion of it—persists in regarding as a hero, James 
Graham, Marquis of Montrose. His earlier campaigns, so full o! 
useless butchery and revolting cruelty, are described in another 
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volume. In this one Gardiner relates the campaign of 1650, the 
action at Carbisdale, Montrose’s flight, and his execution. The 


custodian of Montrose was Macleod, “ sheriff deput of the 


e 
district wherein the fleeing Marquis sought shelter. Macleod’s 


wife was a daughter of one of the officers of Strachan’s forces 
which had defeated Montrose at Carbisdale. In the absence of 
her husband she seized the opportunity to capture her father’s 
foe, and it is hard to understand why she should have been 
expected to allow the chance to escape her. Macleod returning, 
found the chief enemy of his employer’s in his wife’s hands, and 
promptly turned him over to his government: it is impossible to 
understand upon what theory of conduct he could have set 
Montrose at liberty. The latter, however, is one of the heroes of 
a certain kind of history. His deeds or misdeeds are celebrated 
in prose and verse, and Macleod, to quote again from our author, 
“ would have won fame if he had ruined himself by protecting the 
fugitive.” In plain words, if he had forgotten his duty, and been 
faithless to his trust, he would have been handed down to pos- 
terity as a hero: he did his duty, and has been branded as a 
traitor. 

The third episode narrated in this volume is Cromwell's cam- 
paign in Scotland. This brings us to one of the most glorious 
events in English military annals and to the most remarkable 
campaign of Cromwell's great career—the battle of Dunbar. On 
the 2d of September, 1650, the English army found itself in and 
about the little town of Dunbar, on the southern side of the Firth 
of Forth, where the coast turns suddenly to the southward, and 
the firth becomes the North Sea. Between the “ New Model” 
and England lay the Scottish army, commanded by Leslie, 
encamped on the upper slopes of Doone Hill. The Scots out- 
numbered the English two to one, and were in a favorable posi- 
tion to pounce upon them should they try to escape by land to 
England. If, on the other hand, Cromwell should endeavor to 
place his men on the shipping, lying at anchor off Dunbar, Leslie 
hoped to capture at least one-half of the Ironsides. He, however, 
was not in chief command of his army, but was under the orders 
of a Committee of Estates then present in camp. At the foot of 
the hill and between it and Dunbar ran the Broxburn. It was 
cold on the hill, and the Committee ordered Leslie to leave his 
unassailable position, and encamp at the foot of the hill between 
itand the burn. As Cromwell, from the other side of the burn, 
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saw the Covenanters descending, he turned to Lambert, saying 
that he “thought it did give us an opportunity or advantage t 
attempt upon the enemy.” Lambert replied: “i had thought to 
have said the same thing.”” Monk, upon being consulted, agreed 
with them. It will be seen that Mr. Gardiner substitutes the 
above prosaic conversation for the graphic ejaculation usually 
attributed to Cromwell: “ The Lord hath delivered them into 
our hands.” Leslie, supposing that Cromwell was already 
embarking his men, placed the Scottish army in a position singu- 
larly suited to the purpose the English commander had in mind 
On the steep upper banks of the burn, where the stream flows 
through a natural trench forty feet deep, he stationed his infan- 
try, and farther down, where the banks slope down easily, he 
placed his cavalry, ready to dash upon the New Model when it 
should begin to draw off to Dunbar, the place of the supposed 


embarkation. During the night of the 2d and 3d Cromwell 
massed the greater part of his splendid army opposite the ford. 
Lambert was to direct the attack at that point. With his own 
regiment of horse and three foot regiments under Goffe—later 
a fugitive in New England—Pride of the Purge fame, and one 
other, the four forming the four best regiments in the service— 
with this picked body of men the commander-in-chief marched 
through the darkness and the dripping mist of that Scottish 
night around the Scottish right, enclosing them as in a net 
At daybreak Lambert charged across the burn and _ then, 
as the “sun rose out of the sea, Cromwell, crying, as his 
rough face lighted up with the joy of victory, ‘Let God arise, 
let His enemies be scattered!’, remorselessly pushed on_ the 
flying horsemen over the ranks of their own infantry, scarcely 
roused from sleep as they lay above the stream.” Excepting 
Jackson’s movement at Chancellorsville, there is nothing 
comparable to this in military history. About three thousand 
Scots perished in the fight, and ten thousand more fell into 
the hands of the victor—of whom many were transported to New 
England. Cromwell reported that the killed on his side did not 
exceed twenty men. “The battle of Dunbar,” to quote again 
from our author, *‘ rendered it forever impossible that Scotland 
should ever attempt to impose upon England a form of eccle- 
siastical or political government against the will of Englishmen.” 
It also freed Scotland from the yoke of the Covenanters. “ The 
sword of Cromwell at Dunbar,” says Gardiner, “ was wielded on 
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behalf of two nations, and, as is often the case, his transcendent 
service was requited with gratitude by neither.” 

For nearly a year Cromwell tried in vain to bring another 
Scottish army to action. Finally in August, 1651, he placed his 
wn force to the north of the Scots, between them and their 
supplies. They must now either give him battle or, marching 
southward, arouse England on behalf of Charles II. Such was 
the alternative presented to the young king. He determined 
to attempt the latter. The cautious Argyll would have none of 
it, and withdrew to his Scottish home. The savage exultation 
with which Cromwell and Harrison saw their foes march to their 
uin is known tous. Had it been known to them, they might 
well have preferred to seek their fate on the edge of the High- 
lands. Heedless, they marched southward to England, and at 
Worcester, on the anniversary of Dunbar, Cromwell gained that 


” 


“crowning mercy” which closed his military career. But of the 
Worcester campaign nothing need be said. Cromwell then out- 
numbered his enemies two to one. Indeed, from the moment the 
Scots turned southward their doom was sealed. 

In conclusion, we commend this volume, mainly taken up with 
military matters, to all students who are interested in the career 
of the greatest of Englishmen or in the history of warfare. 

EDWARD CHANNING. 


A Manual of Public International Law. By Thomas Alfred Walker. 

New York, Macmillan & Co., 1895—S8vo, xxvii, 244 pp. 

Two or three years ago, Mr. Walker, who is a Fellow and Lec- 
turer of Peterhouse, Cambridge, published a series of essays on 
special topics connected with International Law of decided merit 
and originality. In the present “ Manual” he has covered the 
whole field of this subject, the first treatise of similar scope to 
appear in England, if we are not mistaken, since Hall’s book in 
1884, now in its second edition. There have been other attempts 
to lay down the law international, but none like this. Both 
Bluntschli and Field, while codifying the law as it was, added 
without mark of distinction the law as they thought it should be. 
For practical guidance, therefore, they are faulty. But Walker 
in this Manual has based his statement of the existing rules which 
govern the relations of states almost entirely upon reported cases 
decided by English and American courts. For practice in the 
Admiralty courts this would be convenient and to the point; for 
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a general statement of, or introduction to, the law of nations, 
however, it gives but one side, that drawn from _ precedent 
neglecting the other side, which is based upon reason, justice and 
utility. Ever since the time of Grotius writers on this topic have 
divided into these two classes, followers of precedent and thec 
rists. The ideal treatise is the one which properly unites the two. 
The Continental writer almost invariably sins on the side of pure 
theory, spinning laws out of his own brain: the writer who i 
bred under the Common Law as certainly tends to a blind fol 
lowing of precedent, and Mr. Walker is no exception. This said 
we may characterize his manual as a clear, brief, and valuable code 
of the accepted rules of International Law, sound almost to com- 
monplaceness, and with but two defects to our view, an occasiona 
lack of the sense of proportion and an English bias which to th 
uninstructed reader might be misleading. <A single example 
perhaps, may illustrate both of these defects. The Alabama cas: 
is certainly one of the causes celébres of his science. Before 
court of arbitration and by the judgment of civilized society 
Great Britain was certainly declared to have committed an 
unneutral act making the Alabama's career possible. But Mr. 
Walker's only reference to the Alabama directly is to illustrate a 
very different point, her violation of Brazilian sovereignty b 
operating against certain northern vessels off the Island of Fer- 
nando de Noronha. 

Mr. Walker's willingness to detect the mote in another’s eye is 
seen in several instances. One is the case of Koszta, too full of 
detail to relate here, where a U. S. Commander is criticized for 
the rescue of an Hungarian, an immigrant to this country but 
not yet naturalized, from Austrian hands in Smyrna. A leading 
point raised in Koszta’s case, that, being under sentence of ban- 
ishment, his Austrian allegiance, and with it the Austrian claim 
to punish on neutral soil, had disappeared,—while none other 
than U. S. citizenship, although not completed, could attach to 
him, unless he were literally a man without a country, is not 
touched upon. 

Again, at page 41, the U. S. is accused of “a peculiar fluctua- 
tion of opinion” in regard to the doctrine of indelible allegiance, 
the fact being simply that the executive branch of this govern- 
ment has consistently striven for an easy shifting of citizenship, 
while the judicial branch, until the treaties of 1868-1871, followed 
English precedent in holding its indelibility. 
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And on page 163, the charge is made that the U.S. Government 
in 1870 sold large quantities of war material to France in flagrant 
violation of its neutrality, “the purchases being shipped directly 
upon French transports from the state arsenals.” Such an act is 
almost incredible; if true in the bald form stated, it must have 
formed the subject for German reclamation ; probably the action 
of individuals was ascribed to the state by a misconception of the 
author. 

His desire for brevity or lack of sense of proportion has led to 
a too cursory treatment of some important topics. To the rights, 
nature, and duties of diplomatic agents are given six pages, while 
to the liability to capture of neutral property on an enemy’s ship 
of war or under his convoy, he gives three, though these are very 
exceptional acts with but one instance known of the latter. The 
treatment of Blockade occupies six pages, while Pacific Blockade 
has five pages given to it, and the author shows a curious and 
unfortunate approval of the practice, unjust to the neutral trader 
as it is, false in theory, and sanctioned only by the usage of a few 
strong naval powers during the present century, who have found in 
it a convenient way of bullying a weaker state into terms of sub- 
mission. 

Another topic whose treatment is disappointing is that of con- 
traband. Emphasizing the statement that no general list of con- 
traband exists which is accepted by all powers, he nowhere lets 
his reader know that to remedy this defect the majority of powers 
have agreed upon such lists by their treaties with one another. 
He also ranks the U.S. with Great Britain as supporting the 
theory of occasional contraband in provisions, but in this he is 
mistaken. 

And finally, the right of convoy is treated as if it had no pres- 
ent existence, half a page being given to the account of England’s 
severity towards the Baltic powers in their first attempt to secure 
it. Whereas the action of the two armed neutralities in insisting 
upon this privilege led to its eventual adoption and present 
employment under treaty provision, and marks an epoch in the 
growth of neutral rights. 

In spite of occasional flaws like these, the book is a well-made 
and convenient compendium of the law of nations, sound and 
accurate in nearly all its statements, and likely to be useful to the 
general reader. 


T. S. Woot.sey. 
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A History of Spain from the Earliest Times to the Death of Ferdinana 
the Catholic. By Ulick Ralph Burke, M.A. In two volumes. 
London, Longmans, Green & Co., and New York, 1895—8vo, 
XX, 354, and villi, 360 pp. 

The lack of good books on the history of Spain in English wil! 
apparently soon be supplied. The volumes in the “Story of the 
Nations”’ series, though of unequal merit, are better than anything 
we had before. Swift's “ James I. of Aragon” is a good book on 
an important period. And now we have in these two volumes 
the medieval history of all the Spanish states down to their fina! 
union at the death of Ferdinand in 1516. 

The book is not a great one, but it isa good one. It is based 
on the best Spanish, French and English authorities, but makes 
use of no German authors not accessible in English. In the 
Visigothic period, for instance, the author’s knowledge of the 
indispensable work of Dahn seems to be entirely limited to the 
quotations made from it by Hodgkin, and Dahn is the only Ger- 
man writer I have found referred to in any way. It is not a work 
of independent investigation which will advance in any import- 
ant point our knowledge of the history of Spain. Nor has it any 
graces of style nor striking setting off of facts to attract the 
general public. It is, however, distinctly the best reference book 
we yet have in English for the period which it covers. Nearly 
the whole of the second volume is occupied with the reign of 
Ferdinand and Isabella. 

In one direction the book does nothing to supply our need 
In the comparative study of medieval institutions Spain has 
much to teach us of great value, both by way of comparison and 
of contrast, though it has hardly been drawn upon as yet. The 
author has apparently no interest in this side of the subject, and 
he certainly has no knowledge of general medieval institutions ; 
for example, he evidently considers the provision of the law 
granting to illegitimate children a right of inheritance in the 
father’s property peculiar to Spain and a result of Moslem influ- 
ence. But the Lombard law clearly recognized a similar right, 
and traces of something of the same sort in Roman practices, 
recognized by the state, if not strictly legal, are to be found in the 
last days of the Empire. The treatment of municipal govern- 
ment, of the feudal system, and of the peasant class is wholly 
inadequate, and that of the state constitutions very unsatisfactory. 
It is political history only which must be looked for in the book. 
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The publishers’ part of the work is hardly up to the level we 
have been accustomed to expect from them. The printing is 
poor, typographical errors are frequent, and grammatical errors 


occur; and the maps are very inferior. G. B. A. 


Outlines of English Industrial History. By W. Cunningham, D.D., 
Fellow and Lecturer of Trinity College, Cambridge, and Tooke 
Professor of Economic Science in King’s College, London; and 
Ellen A. McArthur, Lecturer of Girton College, Cambridge, 
and Lecturer to the Cambridge Local Lectures Syndicate. 
Cambridge Historical Series, edited by G. W. Prothero, Litt. 
D. New York and London, Macmillan & Co., 1895—xii, 273 pp. 
This book is not a mere condensation of Professor Cunning- 

ham’s two larger works on the Growth of English Industry and 

Commerce, but it is built upon them as a foundation, and covers 

somewhat more ground than its title implies, since it treats of 

commerce, of agriculture, of money, credit, and finance, as well as 
of industry. The arrangement of subjects is, on the whole, more 
topical than chronological, but neither method is carried out 

with perfect consistency. This has involved, in some cases, a 

little repetition, and in others, the juxtaposition of events widely 

separated in time. This is often a help rather than a hindrance, 
especially for readers who are already somewhat acquainted with 
the subject, and as Dr. Cunningham has already defended, in the 

Economic Journal for September, 1894, a similar peculiarity in his 

larger work, we must assume that the book is intended for the 

class ot readers to whom this feature is helpful. It is, however, 

a decided drawback in the case of students to whom the subject is 

new, as the writer can testify from experience. In so small a 

book, the space devoted to the different subjects is necessarily 

limited, but the reader can easily get fuller information from the 
earlier works of the same author, and, on the whole, the book 
gives a lucid survey of the growth of the economic life of Great 

Britain from the first conquest by the English down to the mid- 

dle of this century. 

We can not but regret, however, that a page or two of space 
could not have been spared for a list of selected authorities, since 
many students will see the smaller book who have no access to 
the bibliographies of the larger works. A map ortwo would also 
have been very useful. The book is, however, provided with a 
good index, and with a quintuple chronological table, which puts 
into parallel columns the dates relating to the five leading topics 
of the book. 
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To those who are familiar with his earlier works it is not neces- 

i sary to say that Dr. Cunningham is throughout careful and 

. judicious, and, perhaps, overcautious in expressing an opinion 
ii regarding certain important topics like mercantilism and free 
trade. But this is certainly better than the opposite extreme of 
being too ready to generalize, and it is to be hoped that the book 
will prove to many, that “those who patiently face the fresh diffi- 

in culties which each new age presents, will find that they can study 
them more thoroughly and deal with them more wisely, if they 


Hh do not altogether disdain such help as may be gained from an 


impartial study of the past.” H. W. F. 


Municipal Home Rule: A Study in Administration. By Frank ] 


Goodnow, A.M., LL.B., Professor of Administrative Law in 
Columbia College. New York and London, Macmillan & Co. 
(Columbia University Press), 1895—8vo, xxiv, 283 pp. 


: 4 This book on municipal government in the United States, by 
Protessor Goodnow, a familiar name in the literature of Admin 
: istrative Law, though of great merit, will not appeal to as general 
a class of readers as did the chapters on the same subject in 
Bryce’s American Commonwealth, or Shaw's Munictpal Government 
4 in Great Britain (reviewed in this magazine in February, 1895, 
Ml Vol. iii, p. 439). While the two latter may be said to have answered 
the question what municipal governments are doing in the United 
} | States and in Great Britain, Professor Goodnow may be said t 
it answer the question what municipal governments in our country 
7 can do and cannot do, and under whose authority. His work, 
, therefore, covers but a part of the municipal problem. It aims 
to be an analysis of municipal home rule, a topic of very great 
‘| interest at present, especially to residents of New York, from 
‘ae which city and State most of the illustrations are naturally and 

properly drawn. 
: ' The leading idea of the book is the distinction, among the func 
Vea tions of a city government, between those of a central character, 
: | in which the city merely acts as the agent of the State govern- 
: ment, and those of a purely local character. In this country we 
have not yet reached the point of making this distinction. Great 
iy Britain, on the contrary, has made it in and since the Act of 1534, 
and “has subjected the central affairs (in the municipal govern- 


ments) to a strong central control, which, however, has... 
become administrative rather than legislative, and has, at the 
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same time, conferred upon the local corporations a very large 
measure of local autonomy.” Inthe United States, on the other 
hand, we stand in matters of municipal government about where 
Great Britain stood before 1834. The sphere of our cities’ 
autonomy and their administrative control by the State legis- 
latures are extremely vague, owing to the inability of the courts 
to define corporate or municipal or internal as distinguished 
from central or governmental affairs. A large part of the book 
is taken up with an examination of the law and its interpretation 
on this point. The decisions agree on calling local public works, 
such as sewers and water-works, matters of purely local interest. 
However, in building a street, it is still a question whether a city 
is acting as a local corporation or as an agent of government. 
Moreover, a city fire department “is regarded as an agency of 
the state government, rather than an agent of thecity.”” The 
same of the police department, as is also the case in Great Britain, 
and to some extent on the Continent. 

Such considerations naturally lead to the discussion of the 
power of the State legislatures and the limitations that have been 
put upon it by Constitutional provisions. And this suggests the 
distinction between a special and a general act, which plays a 
prominent part in the recently adopted Constitution of New York. 
The latter instrument is also further discussed in connection with 
its provision for a suspensive veto by the authorities of the cities 
upon all special legislation affecting them. 

State legislation to control the liquor traffic in the cities is not 
touched upon inthe book ; neither isthere any extended mention 
of the sibject of taxation, which furnishes such a strong link 


between our city and our State governments, one that surely 


needs inspection and repair, unless it is to be discarded, by 
separating State from local taxation. 4 


The Crusades, the Story of the Latin Kingdom of Jerusalem. By T. 
A. Archer and Charles L. Kingsford. New York, G. P. Put- 
nam’s Sons. London, T. Fisher Unwin, 1895—12mo, xxx, 
467 pp. 

There has long been need of a book in English on the Crusades 
which should give a sketch of the movement as a whole and be 
founded upon the best present knowledge. The volume by Cox 
in the “ Epochs of History” series, while fairly good, is too 
short, too much of a general history, and now somewhat out of 
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date. The attempt made by Mombert last year to supply the 
lack had much better not have been made. It would have been 
merely a passable book thirty years ago ; at this date it is worse 
than useless. It was no doubt the manifest opportunity for a 
good book on the subject which led to the inclusion of this book, 
somewhat incongruously, in the “Story of the Nations” series, 
though it is brought rather violently into line by the sub-title. 
This restricts the book to those Crusades which had actually to 
do with the Holy Land, and.as is natural, nearly half the space is 
occupied with the first Crusade. 

According to the original plan, the book was to have been 
written by Mr. Archer, who is already well known for his studies 
in the history of the Crusades. His health did not permit him to 
finish the work, however, but it has had throughout the advan- 
tage of his knowledge, and it meets the requirements of the case 
as well, it is probable, as any book can. It is accurate and inter- 
esting—with the exception of some passages which are packed 
rather too full of facts, is based upon a thorough knowledge of 
the sources and of recent investigations, and is well proportioned. 
In their treatment of the legends of the Crusades, like the story 
of Peter the Hermit, the authors are conservative, almost too 
conservative indeed, so that the reader who depends on this book 
alone, though he will know that a given story is doubtful, will 
often be at a loss to know where the line is to be drawn between 
fact and fiction. Aside from its accuracy and good information, 
the strongest part of the book, in comparison with earlier 
English books, is not in its account of the facts, but in the clear- 
ness with which it shows on the one hand the strength of the 
Crusading state which enabled it to maintain itself so long, and, 
on the other, the ever-present elements of weakness in the 
divisions and jealousies which finally led to its downfall. 


G. B. A 


Honest Money. By Arthur I. Fonda. New York and London, 

Macmillan & Co., 1895—xii, 207 pp. 

A Scientific Solution of the Money Question. By Arthur Kitson. 
3oston, Arena Publishing Co., 1895—xv, 418 pp. 

Both of these books have attractive titles, but there is not much 
else to be said in their favor. Mr. Fonda’s is virtually a new 
plan for establishing a tabular standard of value. But, whereas 
the system as presented by its earlier advocates, such as Jevons, 
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did not involve doing away with the use of metallic money, but 
simply adjusting contracts so as to pay a sum of money having 
the same purchasing power as the sum contracted for, Mr. Fonda 
would abolish all metallic money and substitute for it paper. 

According to his plan, this paper would be issued by the gov- 
ernment, as a loan, to whoever might need it. The government 
would therefore be in the position of a bank lending its credit, 
but, instead of containing a promise to pay a specific amount of 
gold or silver, this paper money would promise to pay a definite 
value. This would be ascertained in the following manner: 
Take a certain number of commodities ; ascertain their average 
price during a certain number of years, say five, and the relative 
extent to which they enter into consumption. Suppose, for 
example, we have the four articles, wheat, corn, iron, and cotton, 
and that they enter into consumption in the proportion of 61% 
bushels of wheat to 9 bushels of corn to 200 pounds of iron and 
1o pounds of cotton. If the total value of these articles is at a 
given time $11, the dollar would be ; of the sum of the values 
of 6% bushels of wheat, 9 bushels of corn, 200 pounds of iron, 
and ro pounds of cotton. This, then, would be the unit of pay- 
ment, and this is what the author understands to be honest money 
which will always have the same purchasing power. Butto keep 
its value uniform, it is necessary to control its volume, and this 
the government would do by raising the rate of interest when 
prices are too high, and lowering it when they aretoo low. The 
plan does not apparently involve the use of irredeemable paper, 
for the author states that “the notes could be made redeemable 
in any commodity at its current market price” (p. 164), but he 
does not explain how the government is to maintain a sufficient 
store of commodities to meet all of the demands that might be 
made upon it. 

But, without entering into a criticism of details, such as will 
readily occur to any one, the fundamental idea that such a plan, 
even if it could be carried out, would really satisfy anybody 
seems to us mistaken. In the first place, no proposal is made for 
including in the tabular standard, on the basis of which the 
monetary system is to be constructed, anything more than com- 
modities that enter into consumption. Nothing is said about 
wages or rent. Now these are two very important items in the 
expenditure of almost every one, and it is quite clear that no 
expression of average purchasing power which does not take 
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these into account is complete. Moreover, this author, like many 
others, seems to put a great deal too much faith in averages. 
The men of real life are not average men, but individuals, each 
of whom wants to buy as cheaply and sell as dearly as he can 
And if the things that he wants to sell are low in price, while the 
things that he wants to buy are high, he is not satisfied by being 
told that “average” prices are unchanged. 

Mr. Kitson’s book is more ambitious, as the title implies. In 
fact the title is much too modest. For while the aim of the book is 
a scientific solution of the money question, the author, ex passant, 
demolishes the whole of political economy, which he declares to 
be “irreconcilable” with ethics. He quotes from many eco- 
nomists, but few of them give him much satisfaction excepting 
Count Tolstoi and John Ruskin, though occasionally he extracts 
acrumb of comfort from Mr. McLeod and other authors, who 
confuse the distinction between credit and money. The taking 
of interest he regards as morally wrong, not on the old Aristote- 
lian ground that money cannot produce money, but on the much 
broader ground that abstinence never producesanything. In fact, 
if we merely abstain from using wealth, it is sure to deteriorate, 
and, therefore, we ought not to take any reward from another per- 
son to whom we allow the use of it (p. 42). Of course, on that 
ground the livery stable keeper ought not only to take no pay for 
the use of his horse, but he actually ought to pay the user for 
exercising him, though the author does not himself draw this con- 
clusion from his premises. 

After making ¢aéu/a rasa of political economy, the author pro- 
ceeds to erect his own scientific structure in its place, the corner- 
stone of which seems to be that money cannot be any material 
object, but is simply a numerical expression. Lest we should do 
injustice to the author, we will give a summary of his plan in his 
own words: “Since values are ratios between different quanti- 
ties expressed numerically, it follows that the money must con- 
sist of some system of numbers by which these ratios are ex- 
pressed. By bringing all commodities toan exchangeable equal- 
ity we find the numbers representing their exchange proportions 


By finding the least common multiple for these numbers and 


dividing it by each, we get the value expressions of all commodi- 
ties in simple numbers. Since these are whole numbers, unity 
may be adopted for the common unit, and we have at once the ex- 


pressions of the purchasing powers of all commodities in terms 
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ofaninvariable unit. * * * Theseunits recorded fractionally, 
singly and in multiples on good paper, issued for debt and made 
redeemable in all commodities, constitute money in the strict 
scientific sense. * * * Its units being invariable, it becomes a 
perfectly safe and scientific standard by which to reckon deferred 
payments” (p. 171). After such a transcendentally scientific 
exposition of what money really is, we can hardly expect the 
author to bother himself much about the details by which the 
scientific plan is to be put into operation. He is teetotally op- 
posed, however, to allowing either the government or the banks 
to have anything to do with it. “ The medium of exchange must 
necessarily be free from the control of both governments and 
individuals.” (p. 301). The result is, apparently, that each indi- 
vidual must be allowed to make his own money, by “printing on 
pieces of durable paper of convenient size, single units and mul- 
tiples of units representing such purchasing power” (p. 152). 
“ The only requisite that such notes need to constitute money is, 
that the members of the community shall agree to accept them 
from each other in exchange for products”’ (p.153). That is un- 
doubtedly all that is necessary. Just assoon as a community can 
be found, the members of which will give wheat and iron and 
other products in exchange for pieces of paper of convenient size 
printed with units representing purchasing power, this plan can 
be put into operation. But, unfortunately, mankind are still so 
unscientific that they prefer pieces of gold, or definite promises 
to pay such pieces of a “ comparatively useless” metal, to general 
purchasing power, even when printed on paper of convenient 
size. 

The author wisely says regarding his work that “the conclu- 
sions arrived at will be found to be utterly at variance with those 
held by the financial world, and by nearly all who have written 
or taught anything regarding this subject.” (Introduction, p. 
XV.) 

But the confusion of ideas which has led him to bring out our 
old friend the fiat dollar in a new disguise, is not so very rare. 
And his book should be a solemn warning to all who can see no 


difference between a dollar and a promise to pay a dollar. 
H. W. F, 


15 


. 
) 
2 
| | 
il 
Tr 
n- 
al 
11s 
ti- 
yn- 
al- 
ns 
ity 
e€Xe 
rms 


| 


218 Vale Review. [Aug. 


The Slums of Baltimore, Chicago, New York, and Philadelphia. 
Seventh Special Report of the Commissioner of Labor (Carroll 
D. Wright). Washington, Government Printing Office, 1894— 
620 pp. 

Two years ago the United States Congress authorized an inves- 
tigation of the “slums” of the fifteen largest cities of the country. 
The appropriation only sufficed to extend the investigation over 
a crowded section in each of the cities of New York, Chicago, 
Philadelphia, and Baltimore. The result of the investigation, 
which was undertaken in the spring of 1893, has been published 
in a Special Report of the Commissioner of Labor. The popu- 
lation of the districts canvassed numbered nearly 84,000, or 14 
per cent. of the estimated slum population of those cities. In 
New York only 8 per cent. of that population was reached ; in 
Chicago, 12 percent.; in Philadelphia, 49 per cent.; and in Balti- 
more, 72 per cent. Hence, the value of the statistics obtained is, 
in many particulars, impaired, especially in the two largest cities, 
owing to the variety of conditions prevailing in them, of which 
the small sections selected are only an imperfect type. However, 
the incomplete picture we obtain of the life in the poorest quarters 
of the cities in question is highly instructive. Its value would, 
no doubt, have been much enhanced, if the tables had been 
modelled after those to be found in the “ Statistisches Handbuch der 
Stadt Berlin,’ or the “ Statistisches Jahrbuch Deutscher Stadte, 
preéminent examples of perspicuous arrangement. 

Few of the facts established by the Report will surprise the 
reader: the preponderance of the foreign-born population in the 
slums, the relatively much larger number of illiterates than in the 
city at large, also the preponderance of males over females. The 
following facts, however, are less generally known: The average 
size of a family in the slum districts does not differ materially 
from the average for the cities asa whole. The latter figure for 
New York is 4.84 persons, in the slums it is 4.90. The fraction 
of the population that is non-productive, that is, at home or at 
school, is about the same in the cities at large and in the poorest 
sections. As tothe crowding of the population, the conditions 
seem to be the worst in New York, as is indicated by the tact that 
nearly 45 per cent. of the families, or 38 per cent. of the popula- 
tion in the district in question, live in tenements of two rooms 


each: and nearly a quarter of the population sleep in rooms with 
no outside window. Inthe other cities the conditions are better. 
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The weekly rent paid for tenements, the average earnings of per- 
sons in the particular districts—the figure in New York is the 
lowest-—race, nativity, conjugal condition, occupation, and many 
other items are covered by elaborate tables. It is a pity that 
mortality statistics are wanting, as well as tables showing the 
frequency of change of tenement, with which the above-mentioned 
German works are particularly well supplied, and which would 


have added materially to the picture of “how the other half 


lives.’ 


The Evolution of Industry. By Henry Dyer, C.E., M.A., D. Sc. 
Honorary Principal, Imperial College of Engineering, Japan ; 
Life Governor, Glasgow and West of Scotland Technical 
College; Member of the Institution of Naval Architects, 
etc., etc. New York and London, Macmillan & Co., 1895— 
XV, 307 pp. 

In so small a volume one can hardly expect to find a_his- 
torical account of the evolution of industry, and Mr. Dyer’s 
book is less a history than a forecast of what he expects will be 
the industrial evolution of the future. This forecast is based 
upon a study of the past and of the present, but the historical 
sections of the book are so very summary as to lead the reader 
often to doubt whether the author is intending to generalize the 
whole tendency of a certain movement, or only to sketch its 
development in England. Many, indeed most, of his historical 
allusions refer to English experience, and, therefore, are not true 
universally, and most of his predictions seem to be more appli- 
cable to England than to other parts of the world. But his 
method of study is sound, and his conception of the action of 
social forces free from the bias with which the writings of so 
many authors of “collectivist ’’ tendencies have made us familiar. 
Yet he is ready to do full justice to the good that there is in the 
socialist ideal. Indeed, some phrases lead us to think that the 
author might call himself a socialist of a certaintype. But he does 
not believe in the omnipotence of law. “It must always be dis- 
tinctly remembered, while admitting that legislation may doa great 
deal for the improvement of the conditions of the workers, that 
the emancipation of labour is not so much an affair of legislation 
or agitation as of morals” (p. 59). And he holds that “individ- 
ualism, codperation, trade unionism and the various forms 
of municipal and state control are alike necessary for the 
social and industrial organization of the future; and although 
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in some respects they may seem to be opposed, they are all tend- 
ing to a state of society in which the welfare of all the mem- 
bers will be the chief object kept in view, and under which 
the conditions will allow, at least in all artistic products, the free 
play of individuality, and without which there can be no real 
pleasure to the worker” (p. 218). One of the principal measures 
for bringing about this ideal he holds to be the organization of 
‘‘modern industrial guilds,” containing both masters and men 
providing for technical education, settling or preventing trade 
disputes, and rendering unnecessary a good deal of factory legis- 
lation. 

The author takes, on the whole, an optimistic view of the future 
Even the “everlasting population question” he seems to think 
might be solved by “ rational arrangements which would prevent 
the perpetuation of the unfit, and encourage the development . 
the fit’ (p. 302). And he has faith in the power of education 1 
foster the civic virtues. Whether this optimism be quite justified 
by past experience or not, the hopefulness which pervades thik 
book is certainly refreshing, and the strong, healthy spirit of 
public service which inspires the author cannot but be useful, 
We look forward with interest to the publication of his promised 


second volume. H. W. F 


Board of Trade—Labour Depariment : Reporton Agenctes and Method 
Jor dealing with the Unemployed. London, Eyre and Spottis- 
woode, 1893—438 pp. 

Report of the Massachusetts Board to Investigate the Subject of the 
Unemployed. Part 1, Relief Measures; Part II, Wayfarers and 
Tramps; Part III, Public Works; Part IV, Causes; Part V, 
Final Report. House Document, No. 50. Boston, 1895 
About 800 pp. 

Zur Statistik der Arbettslosigkett, der Arbeitsvermittelung und der 
Arbeitslosenversicherung. Von Dr. Victor Béhmert. Dresden, 
v. Zahn & Jaensch, 1895—42 pp. 

The first of these reports has been two years before the public 
and has reflected great credit on Mr. Llewellyn Smith, the English 
Commissioner for Labour. We may congratulate ourselves that 
the Massachusetts board of investigation, Messrs. Dewey, More- 
land and Perham, have offered a report which for thoroughness 
of research and soundness of judgment is fully able to stand side 
by side with its English predecessor. In some respects the 
Massachusetts report is the better of the two. It was framed in 
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an emergency when there was great pressure for suggestions as to 
special relief methods ; but, in spite of this difficulty, it does not 
allow our vision to be obscured by temporary details, and it gives 
us a clear presentation of the general difficulties underlying the 
problem at all times and not in the year 1894 only. All of these 
reports make some attempt to estimate the amount of unemploy- 
ment, but none of them can be said to do much more than indi- 
cate the difficulties involved in such a process. None of the 
results attained in these reports seem as good as those obtained 
by the Massachusetts Bureau of Labor Statistics in a special 
investigation on this subject a few years since. Nor are the 
causes of unemployment set forth in any helpful fashion. The 
Massachusetts Board makes some attempt to investigate them, 
but this is by no means the most successful part of the report. 
On the contrary, it is occupied chiefly with refuting a number of 
current fallacies on the subject, which the standard treatises on 
political economy have already demolished years previously. 

The really valuable part of these reports is in their critical 
examination of remedies. These may be divided into three 
classes: first, those that seek to fnmd work for unemployed; second, 
those that seek to create work for the unemployed; and third, 
those that aim at the judicious distribution of relief without 
work, 

The attempts to find work are most exhaustively dealt with in 
the Saxon report, and form the subject matter of three-fourths of 
its pages. The system of intelligence offices under the direction 
of semi-public charity organization societies has been in use in 
Saxony for more than half a century, and the amount of work 
done by these societies is very considerable. Side by side with 
these means of information there is an attempt to assist Jona fide 
wanderers in the search for work, by lodging and meals. We have 
not space to go into the details of this project. It is intended for 
a class wholly different from the American tramp, and perhaps 
requires for its successful operation a much more efficient police 
service than most parts of the United States possess. Where 
matters can be so organized that the genuine seekers for work are 
separated from the professional vagrant, this system, which is by 
no means peculiar to Saxony but exists in other parts of Ger- 
many, has much to recommend it. 

The attempts to create work for those out of employment are 
chiefly of use for those temporarily deprived of their ordinary 
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means of support. Even here their usefulness is limited. The 
Massachusetts report brings out some cases where such men have 
been employed on public works with advantage to the city as 
well as to themselves. In general, however, emergency men who 
have not been specially trained in the construction of publi 
works produce something which is of very low value. The work 
is chietly useful as a test of desert rather than as a help to the 
municipality. There is an additional difficulty with the use of 
public works as a means of relief, connected with the severity of 
our winter climate. The season when there is most distress 
which requires relief is precisely the one when fewest public 
works can be undertaken with advantage. With regard to pro- 
posals for public employment as a means of permanent rathe: 
than temporary relief, both the English and the American reports 
give an unfavorable opinion. Farm colonies may, perhaps, prove 
valuable as a means of removing from mischief vagrants wh: 
are not quite bad enough to be sent to jail; but, as a means of 
paving the way for future commercial success, either on the part 
of the individual colonists, or the colony as a whole, they have 
proved a failure. “They almost invariably tend to become 
receptacies for those who have suffered inward as well as outward 
shipwreck.” In reading between the lines of these reports, we 
cannot help seeing that most of those who are permanently out 
of work under the existing system are those who either cannot or 
will not contribute to society an equivalent for the products con- 
sumed in keeping them alive. 

The description of the various agencies for relief without work 
is perhaps chiefly interesting as showing the proportion played 
by different agencies in America andin England. Judging by the 
space given in the report, trade societies form an all-important 
relief agency in England and a relatively unimportant one in the 
United States. In fact, it would appear from the American 
reports, that self-insurance through associations of this kind, on 
the part of bodies of workmen, has amounted to very little ; per- 
haps because the really provident American workman prefers to 
insure himself by a deposit in the savings bank rather than by a 
contribution to a trade or friendly society. Of public insurance 
we hear but little. The Saxon report contributes the interesting 


information that the system of labor insurance administered by 


the City of Bern has been overtaxed by the present emergency 


and has had to be re-organized on a new basis. Whatever other 


| | 
Wik 
Ww 
Bi 


1895] Book Nottces. 223 


provisions may have been made, a very large part of the work in 
all countries has to be done by charity organizations. The 
Massachusetts report urges with great force the necessity of hav- 
ing a larger proportion of workmen themselves engaged in the 
administration of charitable relief. A considerable number of 
those dealt with by associated charities are the chronic, if not the 
vicious poor. Constant care has to be taken to prevent imposi- 
tion. The workmen come to regard this as the chief function of 
organized charities. They look on a charity organization as 
inquisitorial, and object to receiving relief at its hands. Ifa 
committee could be formed dissociated in the public mind from 
the effort to apply tests for pauperism, and occupied chiefly with 
unemployment in the true sense of the word, the Massachusetts 
committee believes that far more could be accomplished than is 
done at present. A. 
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